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GENERAL FIRE INSURANCE CARRIERS 















































nee. UNI PO UNION ion swan eos we ow eel Saveres A olen Harrisburg, Pa. 
Millers Mutual Fire Insurance Co............... PO ne ee ee Fort Worth, Texas 
Pemenveisas Dereon Semetne Wine ENG. Cee. 6 ac oe dic Ciieclece cree rdntas es Wilkes-Barre, Pa. 
Neemere Mamtual Pive Emourance Acsactation.... .. 6... ccc cc ceecccscesscsacececes Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co... ........... 2c c eee ccccee Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co.... ...........2 cee eececes Kansas City, Mo. 
Deena Seeees Ts GINNNNOS GK. ok 6 6 6 5 ee te cree ceewavovsnseceaten Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co... ..........2 ce eee ccereccces Lansing, Mich. 
Mill Owners Mutual Fire Imsurance Co............ ccc cccccccccccccce Des Moines, Iowa 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Il. 


A service organization maintained by the Mill Mutuals. 
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LOOKING FOR 


TROUBLE! 











Michigan Mutual maintains a special staff of Safety Engineers and Technicians 


devoting their entire time looking for trouble in the operations of policyhold- 








ers who carry their Workmen’s Compensation Insurance with us. 





. i They’re scientific trouble finders who are constantly on the alert, searching 





out potential hazards and checking the possibilities of dangers in dusts and 
fumes. It’s their business to be forehanded and find troublesome conditions 


before injured employes or production delays bring them to light. 


It is this loss-prevention service which has gained such a wide acceptance for 
Michigan Mutual protection among insurance buyers. It is a service which 
frequently nets policyholders reductions up to 50% 


in the cost of Workmen’s Compensation Insurance. 


This service is at your disposal to reduce industrial 


accidents and diseases, and save your organization 


substantial sums in insurance costs. An inquiry from 


you will bring complete information on Michigan 


Mutual’s plan of protection—without => 


obligation on your part. 


MICHIGAN MUTUAL LIABILITY COMPANY 


163 Madison Avenue, Detroit, Michigan 








Workmen’s Compensation @ Automobile @e Group Accident and Health e General Casualty Lines 
Non-Assessable @ Dividend Paying @ Founded In 1912 
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[UMBER MUTUALS) 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 
CwtC£ 


Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Interstate Mutual Insurance 





Agency Co., Mansfield, Ohio, Pittsburgh, Penna. — Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 
Atlanta, Ga.—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—-The Martin 


General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 
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THIS MONTH 


OME people just naturally have 

the knack of knowing a lot of 
things and being able to put them 
clearly on paper. Among these are 
E. W. Sawyer whose discussion of 
Developments in Casualty Insurance is 
in this issue — and Frank L. Erion who 
sets down a large amount of informa- 
tion in War and Defense Measures 
Raise Adjustment Problems. Theso 
were featured subjects at the recent 
annual meeting of the American Bar 
Association held in Indianapolis e 
Warren Y. Kimball does a similar good 
job on ''Why Large Loss Fires?"', and, 
of course, Doctor Valgren, a veteran 
commentator on farm property insur- 
ance is always a man to listen to when 
he speaks his mind e Take a look at 
our editorial, too, in which praise and 
blame is, we hope, palatably mingled. 
It reveals some very interesting trends 
e Those who like conventions (and, way 
down deep, who doesn't?) will get a 
pardonable thrill out of the mutual 
prospects to be entertained and to 
gather information at Los Angeles e 
Our own Readers Digest in the notes 
section is worth attention. 


NEXT MONTH 


E are looking into the practi- 

cality of other articles on de- 
fense measures and economic ques- 
tions growing out of the muddled 
state of world relations. Insurance may 
be in for some changes, but companies 
with the best service and most efficient 
management will have the least trouble 
— a good theme to enlarge on. 















































EDWARD L. SCHEUFLER 


Superintendent of Insurance 


STATE OF MISSOURI 


HE recently appointed Superintendent Scheufler, being an attorney, may 

be expected to take a lawyer's view of insurance problems. Remembering 
Mr. Lucas and others from the legal ranks who have served in Commissioner- 
ships in various states, the Department in Jefferson City should be administered 
wisely and well. 



































EDITORIALLY 
WE SAY«««« 




















sociation of Casualty and Surety Underwriters 

to White Sulphur Springs for a speech at a 
stock casualty agents’ meeting and, according to news- 
paper headlines, declares open war on the mutuals. He 
is pretty mad about it, too. It seems to him that the 
stock companies are fast losing their dominant posi 
tion in the insurance business and those pesky mutuals 
are the cause of it all. The time has come when the 
stocks can wait no longer, for the mutuals have already 
taken a portion of Hartford and are moving on New 
York, Newark and many points West. 


Al comes the president of the International As- 


Perhaps we should not make light of this stock man’s 
woe which is poignant enough over the loss of business, 
but also aggravated by the knowledge that the only 
remedies he proposes are those which mutual insur- 
ance has taught him. His program embraces: 

1. Every activity of stock companies, casualty and _ fire, 

to be built around the principle of providing the broad 
est coverage at the lowest price. 


2. Expense loadings must be decreased. 

3. The number of agents must be reduced 
4. Participating dividends might be paid. 
5. All-risk coverage should be written. 


Mutuals in general, and this publication in particu 
lar, have been saying almost exactly that for years. 
Every point noted is and has been a part of the mu 
tual program — to keep expense down, and _ service 
to the policyholder up. If such an ideal can be achieved 
universally what a joyful day for the buyer of insurance! 


But can the agents to whom this unhappy warrior 
speaks have any large part in achieving it? He seems 
confused about the whole agency situation. Right away 
he makes a curious error. He says, “If the next move 
on the part of the mutuals is to enter the agency 
field—”. Dear sir, your scouts should have better in 
formed you. Mutuals operating on the agency basis 
have been in the business for over a hundred years. 
So have also the direct writers for many decades, and 
the public can take its choice between them. Of course, 
the mutuals don’t have men around so thick that they 
are in the way under foot, but any sizable phone book 
will make it easy to get in touch with one. 


The disturbed gentleman, we fear, is quite as unin 
formed about his own brand of agents. If he wants 
cooperation in improving the business in behalf of the 
policyholder, we submit that the agents can only reflect 
what the companies do. The cause of friction all along 
the line is too often the strictly partisan attitude of the 
stocks’ business-production departments. The mutuals 
have never had a great deal of quarrel, as to pure in 
surance questions, with the competing companies them 
selves. If there are to be new ideas developed, if pol 
icies are to be made better, if any order is to be brought 
out of chaos, it is the technical men of the companies 
who not only lead the way but actually accomplish things. 


This is particularly true in the casualty field. An 
outstanding example of the right kind of cooperation 
is seen in the successful effort to promote a new edi 
tion of standard provisions for the automobile policy. 
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It was recognized that if this were done secretly by 
each diverse group the result would be only continued 
and intensified warfare. One clan could bring out a 
new version of the auto policy and for a month would 
have an advantage. Then another group would more 
than meet the challenge with different coverages and 
apparent rather than real concessions to the public. 
The public would first smile and then become disgust- 
edly confused at the rapid changes and lack of stand- 
ardization. 


So the stocks and the mutuals sent some of their 
best-balanced men to conferences. Frequently, for many 
days at a time, they worked side by side at the same 
table discussing, not competition, but what was fair 
to all companies and all policyholders alike. Conclu 
sions were drawn not from the realm of discriminatory 
privilege but from a detailed study of legal and claims 
problems. To solve many dilemmas procedures were 
developed that required a nice balance of experience, 
common sense and clear foresight. What came out of 
it was a long step forward in the direction of giving 
the public the value it deserves. Everybody was happy 
about it. 

Of similar character have been the meetings to for- 
mulate plans to combat fraudulent claims. During the 
many discussions incident to this project it was agreed 
that stock and mutual men should alternate in chair- 
manship of the sessions. Growing out of this was 
the permanent establishment of offices at strategic points, 
jointly supported by stock and mutual companies, for 
the purpose of taking action against individuals or 
groups suspected of foisting fraudulent claims upon 
the carriers. Joint committees have been set up to 
work on other common problems. Very substantial re- 
sults have been traced to the work of these associations 
and this will eventually lower loss ratios and mean re 
duced costs to the policyholders. 


SS has also been laid aside in the 
cooperate effort to improve relations with medi 
cal associations and hospital associations. Working to- 
gether, the various types of companies have made defi 
nite agreements in a number of states to standardize 
medical and hospital charges. The effect has been to 
benefit all parties to the agreement since better service 
is rendered to patients, the doctors and hospitals are 
more certain to get paid and the costs have been kept 
reasonable, which again will eventually keep insur 
ance costs down. 


When some of the less conservative attorneys in sev- 
eral states set up an organization to try to establish 
the principle that all adjusters must necessarily be law- 
yers, both stock and mutual adjusters were challenged. 
The mutual companies took up the challenge and im 
mediately the stock companies joined with the mutuals 
in combating a movement which might have developed 
into a great injustice. [inally this was settled amicably 
within the organization of the American Bar Associa 
tion and during the several years of controversy neither 
stocks nor mutuals ever mentioned competition when 
meeting together in widely scattered parts of the coun 

(Continued on next page) 




















STOCK OFFICIAL DISCOVERS 
MUTUALS HAVE ARRIVED 
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try, not as rivals for business but as 
friends fighting for a common prin- 
ciple. 

The Saranac Foundation for the 
study of tuberculosis and_ silicosis, 
which has had such a fine history of 
constructive research in the field of 
occupational disease has been sup- 
ported by contributions of both mu- 
tual and stock companies. 

The types of coverage and rules 
and regulations relating to United 
States defense projects were settled 
by a joint committee, and commis- 
sioners in various states have ok’d 
uniform contracts which might never 
have been possible without previous 
cooperation of the carriers interested. 

In the matter of education, which 
is very much to the fore at the pres- 
ent moment, the movement by Dr. 
Huebner and other university pro- 
fessors to found a college of prop- 
erty and casualty insurance ‘has re- 
sulted in meetings of representatives 
of the several types of carriers, com- 
pany associations and agents’ organi- 
zations, with equal opportunity to 
express their views, and nonpartisan 
committees have been the rule. 

It has long been a custom for the 
United States Chamber of Commerce 
to depend on the stocks and mutuals 
to supply equal representation on its 
Board of Directors and this agree- 
ment has been lived up to with 
scrupulous regularity. When James 
S. Kemper was elected president of 
the chamber last year the entire in 
surance fraternity joined in congrat- 
ulating him on this honor, the only 
discordant note having been a letter 
of protest written by an obscure brok- 
er’s organization in Massachusetts. 

Even the redoubtable Ray Murphy 
inadvertently cooperates in smooth- 
ing out alleged differences when he 
harks back to the Scriptures to em 
phasize that mutual surpluses are 
more than adequate to withstand 
anything less than an_ earth-wide 
cataclysm that would obliterate every- 
thing — even stock companies. 

All this is to support the recent 
startling discovery of several com- 
petitors that the mutuals have ar- 
rived. But we needs must point out 
that they mistake the date of ar- 
rival. The mutuals arrived over 180 
years ago and have continually been 
serving policyholders with conspicu- 
ous success ever since. If the recent 
large gains in mutual premium vol- 
ume is what has frightened Mr. Die- 
mand into proposing a quick change 
of the stock companies to give the 
public an imitation of the mutual 
plan — what of the future? Some say 
the insurance business will be all mu- 
tual within a relatively few years. 


(Continued on page 25) 
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Items Concerning What Is Going 
On In The Insurance World 


Miscellany 


UNITED STATES DEPARTMENT OF 
COMMERCE REPORTS THAT SALES OF 
wholesalers are running 30 per cent 
ahead of last year — An electric 
clock is now being made with neither 
front nor back but two identical 
faces — According to farm under- 
writers kerosene oil stoves cause from 
25 to 40 per cent of the fires in farm 
dwellings — The 25c denominations 
are the biggest sellers among the de- 
fense savings stamps by a wide mar- 
gin — Annual steel-making capacity 
of the United States was increased by 
about 2,000,000 tons in the first half 
of 1941 — Mrs. ©O’Leary’s cow is 
being exonerated from blame of start- 
ing Chicago Fire (did they have cig- 
arettes in 1871?) — Metropolitan 
Life Insurance Company reports that 
accidental deaths are lowest during 
April, highest in July — Sound pro- 
jection in a movie theater must be 
varied according to size of audience 
and the clothes worn. 


Carlson Named Utah 


Insurance Commissioner 


OSCAR W. CARLSON, SALT LAKE CITY 
LAWYER, HAS BEEN s+NAMED_ INSUR- 
ance commissioner of the State of 
Utah. He succeeds C. Clarence Nes- 
len who is now serving as an army 
chaplain at Camp San Luis Obispo in 
California. 

The appointment was made by the 
Business Regulation Commission 
which is charged under the new law 
with the supervision of the State 
Insurance Department. 

C. N. Ottosen, Deputy Commis- 
sioner, is being retained and it is be- 
lieved he will continue to handle the 
details of the office. 

Commissioner Carlson is a_ Re- 
publican member of the Business 
Regulation Commission and was ap- 
pointed by Governor Maw, a Demo- 
crat, for a term of two years. His 
certificate of appointment as Insur- 
ance Commissioner provides “he 
shall serve at the pleasure of the 
Commission”. 


Commissioner Carlson has held a 
number of public positions, includ- 
ing being a member of the Board of 
Education of the Granite School Dis- 
trict in Salt Lake County; County 
Commissioner for Salt Lake, and 
member of the Board of Regents of 
the University of Utah. 

e * * 


Business Men Talk of 
Distribution Problems 


THE 30TH BOSTON CONFERENCE ON 
DISTRIBUTION MET AT BOSTON IN THE 
Hotel Statler on October 6 and 7. 
Major things considered were Latin- 
American trade relations, price con- 
trol under war emergencies and im- 
portant trends in distribution. 

Cooperating organizations of the 
conference include a large number 
of the leading universities of the 
United States, as well as prominent 
business organizations and chambers 
of commerce. 

The meeting assumed unusual im 
portance because of the war-time 
problems with which business men 
are faced. Speakers included execu- 
tives in the retail, wholesale, and 
manufacturing establishments, as well 
as professors and federal experts. 


& * e 
Mutual Agents Meet in 
Pinehurst October 27-29 


THE MUTUAL INSURANCE AGENTS 
OF THE UNITED STATES WHO ASSEM- 
ble at Pinehurst, North Carolina, on 
October 27 for the opening of the 
three-day convention of the National 
Association of Mutual Insurance 
Agents will be treated to one of the 
best programs ever developed by that 
group. The convention committee, 
headed by Floyd F. Craft of Greens 
boro, North Carolina, and ably as 
sisted by President C. M. Westbrook 
of Charlotte, North Carolina, and 
P, L. Baldwin, executive secretary 
of the organization, have spared no 
effort in securing the best talent 
available for this meeting. 

On Sunday, October 26, the day 
preceding the opening of the con 
vention, the Executive Committee of 

















the Association will meet. 

The opening session of the con- 
vention on October 27 will be given 
over to reports of officers and other 
business matters, following which 
George Jone & Son will present a 
skit “More Money for the Mutual 
Agent”, and J. J. Beall, executive 
vice-president of the Northwestern 
Mutual Fire Association, Seattle, 
Washington, will speak on ‘Benefits 
of the Agency Business”. 

The annual golf tournament of the 
association will be played on the 
afternoon of October 27 and a get- 
together has been scheduled for that 
evening. 

E. C. Frampton, agency super- 
visor, Lumbermens Mutual Insur- 
ance Company of Mansfield, Ohio, 
will open the morning session on Oc- 
tober 28 with an address on ‘‘More 
Money for the Mutual Agent by a 
Profitable Use of His Time’, fol- 
lowing which there will be a ques- 
tion and answer period conducted by 
Chase M. Smith, counsel, Lumber- 
mens Mutual Casualty Company, 
Chicago, as “Professor Quiz”. Other 
speakers at this session include Gor- 
don Davis, manager, Loss Research 
Division, Federation of Mutual Fire 
Insurance Companies, Chicago, who 
will discuss “More Money for the 
Mutual Agent by Better Understand- 
ing of His Relationship to Proper 
Insurance Adjusting”, and S. C. Ro- 
per, Central Manufacturers Mutual 
Insurance Company, Van Wert, 
Ohio, who will present a skit, “I Will 
Fail Agency vs. I Shall Succeed 
Agency”. 

The afternoon session on October 
28 will be devoted to clinics spon- 
sored by the Southern 1752 Club and 
yarious state association meetings are 
scheduled to be held that evening 
following which there will be another 
get-together. 

An address by Joseph P. Gibson, 
president, Excess Underwriters, In- 
corporated, New York City, on 
“Broader Facilities for the Local 
Agent Through Excess Insurance” 
will start the final day’s program. 
“The Psychological Difference Be- 
tween Successful and Unsuccessful 
Insurance Salesmen”, by Perry L. 
Rohrer, clinical phychologist, Chi- 
cago, and “The Challenge to Indus- 
try’, by ©. Arthur Kirkman, ex- 
ecutive vice-president, High Point, 
Thomasville & Denton Railroad Com- 
pany, are also scheduled for presenta- 
tion at that time. A sales demonstra- 
tion will follow the addresses. 

Dr. R. G .W. Conner, former 
United States archivist, will be the 
featured speaker at a luncheon to be 
held on October 29. He will talk on 
“History in the Making”. 
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The final session of the convention 
will be devoted to a business meeting 
following which the annual banquet 
will be held. g @ 6 


O. J. Arnold to Preside 


at Life Presidents Convention 
PRESIDENT ©. J. ARNOLD OF THE 
NORTHWESTERN NATIONAL LIFE IN- 
surance Company, Minneapolis, Min- 
nesota, will be chairman of the 35th 
annual convention of the Association 
of Life Insurance Presidents to be 
held at the Waldorf-Astoria, New 
York City, on Thursday and Friday, 
December 11 and 12. 

As is customary at the Life Presi- 
dents annual meeting, Mr. Arnold, 
as the presiding officer, will make 
the opening address on Thursday 
morning, speaking on the central 
theme toward which the discussions 
during the two days are directed. 
Preparations for the convention are 
now well under way and it is expected 
that the theme, together with the 
range of subjects to be taken up by 
other speakers will be announced 
shortly. 

A veteran of almost 45 years in 
life insurance, Mr. Arnold is ex- 
pected to bring to the chair a broad 
view of the business and factors af- 
fecting it. 

With life company executives from 
all sections of the United States and 
Canada in attendance, as well as state 
and provincial supervisory officials, 
it is anticipated that more than 500 
will be present at the Association’s 
convention. @ @ @ 


Casualty Actuarial Society 
Meets November 14 


RICHARD FONDILLER, SECRETARY- 
TREASURER OF THE CASUALTY ACTU- 
arial Society, announces that the an- 
nual meeting of the society will be 
held at the Hotel Biltmore in New 
York City on November 14. Full 
details as to the program for the 
meeting will be released about Nov- 
ember 1. eee 


Assigned Risk Plan Approved 
in New York 


A VOLUNTARY ASSIGNED RISK PLAN 
FOR AUTOMOBILE BODILY INJURY IN- 
surance has been approved by Su- 
perintendent Louis H. Pink of the 
New York Insurance Department. 
Several innovations are embodied in 
the plan. 

It will require an amendment to 
the existing law before an agent who 
is not also a licensed broker can col- 
lect any commissions on an assigned 
risk; it provides for a Board of Di- 
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rectors in addition to the manager ; 
contains a provision for recertification 
of operator’s licenses by the Depart- 
ment of Motor Vehicles; makes pro- 
vision for final appeal by an applicant 
to the Superintendent of Insurance ; 
permits a company to delegate an 
agent as representative to sign refus- 
als for risks. 

To become effective the plan must 
be subscribed to by all companies 
writing automobile bodily insurance 
in the state and the Superintendent 
has sent copies of the proposal to 
everybody concerned, with the state- 
ment that the Department has en- 
dorsed the project as a compromise 
measure. The National Bureau of 
Casualty and Surety Underwriters 
and the Mutual Casualty Insurance 
Rating Board have each addressed 
company members urging them to 
make immediate and favorable reply. 
It is hoped that the plan may be put 
into operation soon. 

The Board of Governors is to con- 
sist of two stock and two mutual rep- 
resentatives — Allen R. Goodale, 
secretary, Travelers Ins. Co., and 
Floyd N. Dull, vice-president, Con- 
tinental Casualty Company, are the 
stock company representatives on the 
board and representatives, yet to be 
named, from the American Mutual 
Liability Ins. Co. and Merchants Mu- 
tual Casualty Company are to act for 


the mutuals. 
- eo & 


American Bar Assn. Holds 
Annual Meeting 


THE ANNUAL MEETING OF THE 
AMERICAN BAR ASSOCIATION WAS 
held at Indianapolis during the week 
of September 29. It was a relatively 
quiet meeting so far as controversial 
issues were concerned and for that 
reason there was more time for con- 
structive work on routine problems 
and tightening up procedures which 
needed attention. 

The insurance section followed 
much the same pattern with impor- 
tant but technical reports being the 
rule and plans were laid for work 
to be done by various groups during 
the coming year. 

The outstanding speeches of gen- 
eral interest were those by E. W. 
Sawyer on “Development in Casu- 
alty Insurance” and by Frank L. 
Erion on “Defense Measures and 
Adjustment Problems”. These ad- 
dresses in nearly full text will be 
found in subsequent pages. 

The new president of the Ameri- 
can Bar Association is Walter P. 
Armstrong of Memphis, Tennessee ; 
the chairman of the insurance section 
for 1941-1942 is Clement F. Robin- 
son of Portland, Maine. 
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New Life Insurance Up 
27.3% in September 


NEW LIFE INSURANCE FOR SEPTEM- 
BER SHOWED AN INCREASE OF 27.3 
per cent over September of last year, 
according to a report recently for- 
warded to the United States Depart- 
ment of Commerce by the Association 
of Life Insurance Presidents. The 
September amount was the largest 
for any month since June of 1939. 
The total for the first nine months 
of this year was 6.8 per cent greater 
than for the corresponding period 
of 1940. 

The report aggregates the new paid 
for business — not including reviv- 
als, increases and dividend additions 
— of 39 United States companies 
having 82 per cent of the total life 
insurance outstanding in all United 
States legal reserve companies. 

All classes contributed to the in- 
crease over September of last year, 
the report shows. New ordinary in- 
surance amounted to $440,827,000 
against $380,642,000 — an increase 
of 15.8 per cent. Industrial insur- 
ance was $128,493,000 against $127,- 
974,000 — an increase of four-tenths 
of one per cent. Group insurance 
was $130,229,000 against $40,720,- 
000 — an increase of 219.8 per cent. 
For the month, the new business of 
all classes of the 39 companies was 
$669,549,000 against $549,336,000 
for September of 1940—an increase 
of 27.3 per cent. 

e ee 


Illinois Mutuals Meet 


to Discuss Common Problems 

MORE THAN TWO HUNDRED DELE- 
GATES FROM MEMBER COMPANIES OF 
the Illinois State Association of Mu- 
tual Fire and Windstorm Insurance 
Companies assembled in Alton, IlIli- 
nois, on October 8-9 for the organi- 
zation’s annual meeting. 

Principal speakers at the two-day 
meeting were Dr. V. N. Valgren, 
Farm Credit Administration, Wash- 
ington, D. C., who discussed ‘‘Farm 
Mutuals and Extended Coverage” ; 
T. F. Campbell, assistant secretary, 
United Farm Mutual Reinsurance, 
whose subject was “Excess Loss Re- 
insurance”; Russell W. Brooks, sec- 
retary, Stronghurst Mutual Fire In- 
surance Company, who delivered an 
address on “Specific Reinsurance” ; 
Harry P. Cooper, secretary, National 
Association of Mutual Insurance 
Companies, Indianapolis, who talked 
on “Our National Problem”; H. H. 
Welch, St. Louis manager, United 
Adjustment and Inspection Company, 
who spoke on “Fact Finder”; H. A. 
Thomas, of Rockford, Illinois, who 
discussed “Adjustment of Windstorm 
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Losses”; F. J. Steins, manager Tax 
and Insurance Division, Federal Land 
sank, St. Louis, who explained “The 
Mortgage Clause”; and Mrs. Glenna 
Watkins of Indianapolis, secretary of 
the National Association’s general 
committee on fire prevention activi- 
ties, whose subject was “Interesting 
Youth in Fire Prevention Work”. 

The convention was also privileged 
to hear an address by State Fire 
Marshal Craig of Illinois who told 
of the new mobile crime laboratory 
now under construction by the Illinois 
State Police and the part it is ex- 
pected to play in apprehending ar- 
sonists. The only officer of the asso- 
ciation whose term expired this year 
was that of H. P. Hostetter, Mt. Car- 
roll, Illinois, and he was re-elected 
to his post as secretary. Other officers 
are H. F. Hoferkamp, Mattoon, presi- 
dent, R. O. Goodwin, Oblong, vice- 
president, and J. T. Wise, Sadorus, 
treasurer. 

The 1941 convention committee 
was headed by Ben C. Vine, assistant 
secretary of the Millers Mutual Fire 
Insurance Association of Illinois. G. 
A. McKinney, executive vice-presi- 
dent of the Millers of Alton, delivered 
the address of welcome. 


September Fire Losses 
Up 16% 

FIRE LOSSES IN THE UNITED STATES 
DURING SEPTEMBER TOTALED $24,668,- 
OOO — an increase of $3,470,000 or 
16 per cent over the figure reported 
for the same month last year — ac- 
cording to preliminary estimates of 
the National Board of Fire Under- 
writers. 

The total for the first nine months 
of 1941 — $236,441,000 — is the 
largest for the corresponding period 
of any year back to 1933 when it was 
$245,351,712. 

Losses for each month of 1939 and 
1940 and for the first nine months of 


1941 are shown in the following 
table: 
1939 1940 1941 

Jan. $ 27,615,316 $ 36,260,650 $ 26,470,000 
Feb. 29,303,520 34,410,250 26,102,000 
Mar. 30,682,168 29,788,800 31,471,000 
Apr. 27,061,522 26,657,190 29,330,000 
May 27,031,700 23,446,590 25,637,000 
June 24,190,700 19,506,000 24,943,000 
July 2,468,304 20,322,800 23,698,000 
Aug. 22,800,500 20,722,100 24,122,000 
Sept. 22,837,250 21,198,000 24,668,000 
Total 
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mos. $233,990,980 $232,312,380 $236,441,000 


Oct. 24,300,500 22,091,140 ......... 
Nov. 27,248,160 23,449,000 ......... 
Dec. : 27,059,200 y Ted 
Total ; : 
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mos. $313,498,840 $306,469,520 








Wisconsin Mutuals Meet 
in Milwaukee 


AN OUTSTANDING PROGRAM CON- 
TAINING ON ITS LIST OF SPEAKERS A 
state official, a university professor 
and prominent company executives 
proved a magnet which helped draw 
a record-breaking attendance to the 
annual convention of the Wisconsin 
State Association of Mutual Insur- 
ance Companies in Milwaukee’s Ho- 
tel Schroeder on October 16 and 17. 

The formal program of the meet- 
ing began on the afternoon of Oc- 
tober 16 with the presidential ad- 
dress of L. W. Schlieder, secretary, 
Sheboygan Falls Mutual Insurance 
Company, Sheboygan Falls, Wiscon- 
sin. Other speakers at this session 
included Raymond C. Baker, execu- 
tive vice-president, Mutual Fire In- 
surance Association of New England, 
Boston, who discussed ‘The Public 
Looks to Insurance”; Ambrose B. 
Kelly, manager, American Mutual 
Reinsurance Company, Chicago, who 
took for the subject of his address 
“Collateral Lines in Fire Insurance” ; 
and Professor F. A. Russell, Uni- 
versity of Illinois, Urbana, Illinois, 
who explained “The Fundamentals 
of Salesmanship”’. 

The annual banquet — always one 
of the highlights of the Association’s 
annual gathering — was held on the 
evening of October 16 with Honor- 
able Julius P. Heil, Governor of Wis- 
consin, and Reverend T. Parry Jones, 
Pastor, First Methodist Church, She- 
boygan, Wisconsin, as guest speakers. 

On the morning of October 17 
Association Secretary Theodore R. 
Schmidt, secretary, Kewaskum Mu- 
tual Fire Insurance Company, Ke- 
waskum, Wisconsin, presented the 
secretary's report; Joseph Chapman, 
field representative of the Mutual Re 
insurance Bureau, Belvidere, Illinois, 
delivered an address on “If I were 
a Mutual Agent”; and De Loss 
Walker, associate editor of the Lib 
erty Magazine, Chicago, Illinois, dis 
cussed ‘““War Comes to Main Street”. 

The final session of the program 
was devoted to a unique and highly 
entertaining “Stump the [xperts” 
contest. Important insurance prob 


lems were discussed and cash prizes 
were awarded to all delegates sub 
mitting questions which stumped the 

















experts. Serving on the board of ex- 
perts were Ronald Barton, L. R. 
MacDonald, G. E. Borst, and J. P. 
Forst of Milwaukee; E. P. Hocking 
of Janesville, Wisconsin; R. N. Sew- 
ard of Lake Mills, Wisconsin, and R. 
C. Merritt of Chicago. 

Gary H. Kamper, executive vice- 
president of the Badger Mutual Fire 
Insurance Company of Milwaukee, 
was chairman of the convention. He 
was ably assisted by H. W. Roehr, 
secretary, Cream City Mutual Fire 
Insurance Company of Milwaukee ; 
Julius C. Schulze, secretary, Herman 
Mutual Insurance Company of Iron 
Ridge; Monroe Schwalbach, secre- 
tary, Germantown Farmers Mutual 
Insurance Company, Germantown; 
R. L. Jacobs, secretary, Citizens Mu- 
tual Fire Insurance Company of 
Janesville, and Harold B. Shier, 
president, Reitan-Lehrdahl Company 
of Madison. 


Michigan 1752 Club Meets 
To Formulate Winter Program 


IN THEIR FIRST MEETING OF THE 
1941-42 SEASON THE MEMBERSHIP OF 
the 1752 club of Michigan gathered 
at Roy Harrington’s Duck Lake Re- 
sort north of Albion on September 
18 for a business meeting to formu- 
late the Winter and Spring program 
of regional meetings for Michigan 
mutual fire and casualty agents. These 
plans included arrangements for the 
annual meeting on mutual insurance 
day which is January 17, 1942. 

A buffet luncheon was enjoyed at 
noon, following which part of the 
membership engaged in a golf tour- 
nament and the others in a fishing 
contest. In golf, the winner was Pete 
Woodworth of the United Hardware 
Mutual with a score of 79 and Merle 
Waugaman of the Central Manufac- 
turers was a close second. Honors in 
the fishing contest were divided be- 
tween J. M. Allen of the Guarantee 
Mutual and J. S. Kerper of the 
Employers Mutual Casualty. 


Fire Prevention Vital to 


Success of Defense Program 


FIRE PREVENTION TAKES ON A SPE- 
CIAL IMPORTANCE AS THE NATIONAL 
defense effort is accelerated, Terence 
F. Cunneen of Washington, United 
States Chamber of Commerce execu- 
tive assistant for insurance, recently 
told a New Haven Chamber of Com- 
merce audience. 

“The success of the defense pro- 
gram”’, said the speaker, “‘requires the 
uninterrupted production of its in- 
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dustries. Defense orders are taxing 
to capacity an increasing number of 
industries and any stoppage of out- 
put because of fire may involve seri- 
ous consequence. It is essential that 
vigorous activities be undertaken to 
guard against careless fires and every 
precaution should be taken to pre- 
vent fires of an incendiary origin. 


“An important phase of the civilian 
defense program will be its activities 
to prevent fires. Earlier in the na- 
tional defense program it was recog- 
nized that fire prevention and protec- 
tion is an essential element in civilian 
defense and that with the speeding up 
of industrial activities it would be 
necessary that every precaution be 
taken to prevent delay by fire in our 
national productive effort.” 


Laidlaw Heads Minnesota 
Mutuals 


Cc. S. LAIDLAW OF THE MINNESOTA 
FARMERS MUTUAL INSURANCE COM- 
pany of Minneapolis was elected 
president of the Minnesota Associa- 
tion of Mutual Insurance Companies 
for the forthcoming year at the con- 
clusion of the organization’s 26th an- 
nual meeting held at the Nicollet 
Hotel in Minneapolis on October 9. 

Hjalmar L. Hjermstad, president, 
Citizens Fund Mutual Fire Insur- 
ance Company of Red Wing was 
named vice-president, and Miss A. 
J. Dahlstrom of Minneapolis was re- 
elected secretary-treasurer. 

Comprising the Board of Directors 
of the Association are the three offi- 
cials previously named, J. E. Kidd, 
vice-president, \innesota Implement 
Mutual Fire Insurance Co., Owa- 
tonna; D. F. Raihle, secretary, 
Hardware Mutual Insurance Co., 
Minneapolis, and S. T. Sager, vice- 
president, Austin Mutual Insurance 
Company, Minneapolis. 


Eastern Mutual Federation 
Holds Annual Meeting 


ONE OF THE LARGEST CROWDS EVER 
TO ATTEND AN ANNUAL MEETING OF 
the Eastern [Federation of Mutual 
Insurance Companies — a group 
made up of mutual companies domi- 
ciled in Maryland, Pennsylvania and 
New Jersey — assembled in the Ho- 
tel Du Pont in Wilmington, Dela- 
ware, on September 25 to hear a 
list of prominent speakers headed by 
Insurance Commissioner John B. 
Gontrum of Maryland. 

Appearing on the program in ad- 
dition to Commissioner Gontrum 
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were W. Emmert Swigart, president, 
Swigart Associates, Huntingdon, Pa., 
who discussed problems concerning 
local agencies; James E. Hall, John 
I’, Patterson Company, Philadelphia, 
who outlined the adjustment of losses 
on protected and unprotected prop- 
erty; and Walter H. Jackson, Sales- 
crafters Guild, Indianapolis, Ind., 
who delivered a paper on adver- 
tising. 

A very interesting and highly en- 
tertaining “quiz” program patterned 
after the “Double or Nothing” radio 
feature was prepared and presented 
by Paul W. Pearson, secretary, Penn 
Mutual Fire Insurance Company of 
West Chester, Pennsylvania. 

Highlight of the annual banquet 
which closed the meeting was an ad- 
dress by George W. Elliott, general 
secretary of the Philadelphia Cham- 
ber of Commerce, a well-known au- 
thority on fire prevention. 


Model Fireworks Law 
Adopted by Police Chiefs 


THE INTERNATIONAL ASSOCIATION 
OF CHIEFS OF POLICE AT THEIR 194] 
annual conference held recently in 
suffalo, New York, unanimously 
adopted a resolution approving the 
N.F.P.A. model state fireworks law. 
It is expected that the influence of 
the members of this association will 
be exerted for the passage of this 
measure in all states not now having 
adequate fireworks legislation. 


Illinois Chamber of Commerce 


Hears Speech by Blackall 


THE ANNUAL LUNCHEON MEETING 
OF THE INSURANCE DIVISION OF THE 
Illinois Chamber of Commerce held 
at the Palmer House in Chicago on 
October 3rd was a largely attended 
affair. Representatives of most of 
the insurance fraternity in the Chi- 
cago area were present to honor the 
chief speaker John B. Blackall of 
Connecticut, president of the Na- 
tional Association of Insurance Com- 
missioners. His subject was “Im- 
pact of the War on American Insur- 
ance”. His theme was a warning to 
fire and automobile insurance com- 
panies to watch their loss ratios dur- 
ing the present period of rising re- 
placement costs. He also told the 
casualty companies that there may 
be danger in the present expansion 
of compensation volume since higher 
losses are inevitable due to malinger- 
ing and other causes if depression 
should ensue after the war. 
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A. & H. Insurance Week 


General Committee Meets 


THE FIRST MEETING OF THE 1942 
ACCIDENT AND HEALTH INSURANCE 
Week General Committee will be 


held at the Hotel Gibson, Cincinnati, 
October 31. 

At this meeting final approval will 
be given to the poster and other 
printed and sales aid material which 
will be used by agents in their 1942 
campaign the last week of March. 
A subcommittee of the general com- 
mittee, which met in Chicago re- 
cently, made corrections and sug- 
gestions to this material in order to 
have it in shape for final approval 
by the entire committee when it meets 
on October 31. 

A number of suggestions and two 
publicity projects of considerable size 
will be placed before the general 
committee for their approval at the 
Cincinnati meeting. 


Standard Automobile Liability 
Policy Revised 


A REVISION OF THE STANDARD PRO- 
VISIONS FOR AUTOMOBILE LIABILITY 
policies, effective October 20, has 
been announced by the American 
Mutual Alliance and the National 
Bureau of Casualty and Surety Un- 
derwriters. This is the third revi- 
sion of the standard provisions, 
which were first promulgated by these 
two organizations in 1935. 

Simultaneously the American Mu- 
tual Alliance and the National Bu- 
reau of Casualty and Surety Under- 
writers, in collaboration with the 
National Automobile Underwriters 
Association, announced the promul- 
gation of standard provisions for com- 
bination automobile policies. The 
combination policy, containing both 
the casualty provisions and the physi- 
cal damage provisions of fire com- 
panies, embraces the third revision 
of the liability policy provisions re- 
cently adopted by the National Au- 
tomobile Underwriters Association 
and the American Mutual Alliance. 

Like the two revisions which pre- 
ceded it, the new revision of the au- 
tomobile liability policies accomplishes 
many improvements in coverage re- 
sulting in substantially broader pro- 
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tection than heretofore. This result 
is particularly opportune now in both 
New York and Maine because the 
newly revised financial responsibility 
laws of those states require broader 
coverage than ever before. 

Among the more important changes 
made in the liability provisions are 
the following : 


been included in the standard provisions 
as an optional cover. This form of in- 
surance, which has been generally ac- 
cepted throughout the country and may 
now be printed in the policy by com- 
panies who care to do so, affords reim- 
bursement without regard to liability, 
negligence or fault for medical, nursing 
or surgical expenses incurred by rela- 
tives, friends and guests. The named 
insured is also protected in most states. 
Heretofore this coverage has been avail- 
able only by endorsement. The exclu- 
sion applicable to injuries sustained by 
persons being carried for a charge has 
been eliminated. 

2. Coverage for the use of trailers 
again has been broadened. The policy 
now covers the liability of the named in- 
sured while any trailer, not owned or 
hired by him, is being used with his 
automobile. The coverage of utility trail- 
ers has also been broadened. 

3. Coverage for the use of other pri- 
vate passenger automobiles, which is 
afforded without charge, has been broad- 
ened to include as an insured the em- 
ployer of the spouse of the named in- 
sured, to cover the presence of the 
chauffeur or servant in the automobile, 
and to cover any private passenger au- 
tomobile hired by or furnished for regu- 
lar use to the chauffeur or servant, sub- 
ject to qualifications stated. 

4. The policy now covers temporary 
use of automobiles substituted for in- 
sured automobiles withdrawn from use 
due to mechanical breakdown, repair, 
servicing, etc. The insurance applicable 
to such substitute automobiles is excess 
insurance. 

5. The automatic insurance provision 
for newly acquired automobiles has been 
simplified considerably. The period for 
notice to the company after delivery of 
new automobiles has been extended 
from 10 days to 30 days. 

6. The exclusion of coverage while 
the automobile is being used for car- 
rying persons for a charge has been 
eliminated in accordance with previous 
announcement. 

7. The age exclusion has been elim- 
inated. 

8. The policy provides that assault 
and battery shall be deemed an accident 
unless committed by or at the direction 
of the insured. 

9. The new assignment condition pro- 
vides automatic coverage for 60 days, 
instead of 30 days after the death or 
bankruptcy of the insured, on behalf 
of the proper legal representative of 
the insured. 

Many editorial changes in the pro- 
visions also have been made and 
considerable rearrangement of the 
provisions has been effected in or- 
der to facilitate their combination 


with the standard physical damage 
policy provisions in a_ satisfactory 





combination policy. The liability pro- 
visions have been revised for use 
in liability policies alone or in com- 
bination policies which contain both 
fire and casualty provisions. 


Complete American Mutual 
Liability Training Course 


FIFTY-SEVEN MEN SELECTED FROM 
FORTY-FOUR COLLEGES IN THE EAST, 
West and South recently completed 
an intensive eight weeks’ course in 
insurance with American Mutual Lia- 
bility Insurance Company of Boston. 
This group, composed of members of 
the bar, graduates in engineering, 
business administration, accounting 
and liberal arts, was chosen for this 
special training through interviews at 
their colleges before they graduated. 
About half of the group will go into 
sales work and the others will enter 
the claim department of the company. 

A faculty of fifty-five specialists, 
experts in their lines, from the sev- 
eral departments of the company, un- 
der the direction of Glenn H. Car- 
ruth, director of education, delivered 
the course of lectures. A dinner at 
the Copley Plaza Hotel, attended by 
all the students and the faculty, closed 
the school. President C. E. Hodges, 
Jr., addressed the assembly. 

In addition to supplemental read- 
ing and research, field trips to pro- 
vide first-hand observation were made 
to a number of plants. These trips 
provided opportunity to apply a 
practical interpretation to classroom 
teachings. Weekly examinations pre- 
pared the students going into sales 
work for the state examination for 
their licenses to sell insurance. Last 
year all students passed their state 
examinations. After several weeks 
of closely supervised work in the 
field, the graduates of the 1941 course 
will return to their home territories 
for regular assignments. 


Wage-Hour Survey of 
Insurance Business 


INSURANCE COMMISSIONER JOHN 
C. BLACKALL OF CONNECTICUT, PRES- 
ident of the National Association of 
Insurance Commissioners, states that 
the wage and hour division of the 
U. S. Department of Labor has in- 
formed him of its intention to under- 
take a survey of insurance with 
reference to compliance with the pro- 
visions of the Fair Labor Standards 
act. Representatives of insurance 
have previously expressed a desire 
to cooperate according to the wage 
and hour division. 
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Los Angeles, as seen across the many viaducts bridging the Los Angeles River. The tall tower of 
the City Hall rises above the group of buildings forming the Civic Center of Los Angeles. 


Mutuals Ready for Los Angeles Convention 


Stage Set for Big National Gathering on West Coast 


UST about now mutual insur- 

ance people from all over the 

United States are beginning to 
pack up in preparation for the big 
gathering scheduled for the Biltmore 
Hotel at Los Angeles on November 
3rd to 6th. A special train will take 
the major part of the crowd originat- 
ing from towns in the middlewest 
and by the opening day the southern 
California metropolis will undoubt- 
edly have a thousand or more to wel- 
come at the mutual conclave. 

While the festival spirit of genial 
companionship will undoubtedly rule 
the sessions as always, yet the pro- 
gram itself shows that very serious 
concern over the outcome of the war, 
and its effect on insurance and eco- 
nomics generally, will have an upper- 
most place in the meeting. 

In a summary of the events of the 
convention printed last month was 
given an outline of the trend of the 
convention’s talk and the time and 
places of meeting. But attention 
should be called now to the special 
addresses on national subjects em- 
phasizing the problems which have 
arisen or may arise from the conflict 
across the seas. 


Leading up to this will be an ad- 
dress on The Present Status of In- 
terstate Trade Barriers by Raymond 
Reeves, Regional Business Consult- 
ant, United States Department of 
Commerce, and a discussion of What 
the Public Expects of Fire and Casu- 
alty Insurance, by Honorable Charles 
Hobbs, president of the National As- 
sociation of Insurance Commission- 
ers. The latter’s words will be lis 
tened to with especial interest because 
of their reflection of what may be the 
attitude of the commissioners gen- 
erally on various topics. 

Getting down to actualities there 
will be an address on “After the 
War, What?” by J. K. Baillie, I'i- 
nancial Editor of the Los Angeles 
Evening Herald Express, a man 
known widely for his exceptional 
sources of information and ability to 
put the news together in terms of 
prophecy of the future. 

As to our own ability to do our 
part in a shooting war, Colonel Hal- 
sey E. Yates, United States Army 
Executive, Southern California mili- 
tary district, will review what has 


been done to weld the draftees into 
an effective body for national defense 





and tell the audience what a large 
part, in preparation, the ordinary cit- 
izens left at home have to perform 
in the present emergency. Colonel 
Yates is no alarmist but will put hard 
facts clearly in view so that no one 
will have any illusions as to what 
war really means. He will be intro- 
duced by Governor Cuthbert L. Ol- 
sen of California who has expressed 
a keen interest in the national mutual 
gathering. 

On the very practical side Chief 
Daniel Deasy of the New York City 
Fire Department will talk on lire 
Prevention and Fire Fighting in 
England During the Blitzkrieg. While 
everybody hopes that no bombs will 
ever fall on cities in this country 
those responsible for fighting flames 
and preventing conflagration have 
been at work studying the best means 
of extinguishing incendiary missiles 
and Chief Deasy will outline proce- 
dures which have been found best 
under actual combat conditions in 
I_ondon and elsewhere in the British 
Isles. 

From within the mutual . ranks 
there will be an address by Homer 
J. Ferguson, Secretary of the Farm- 
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ers Alliance Insurance Co. of Mc- 
Pherson, Kansas, on Mutual Insur- 
ance in Peace and in War. This will 
dwell on the stability of the mutual 
companies under national stress and 
sound a call for patriotic service in 
the present day comparable to the 
aid given the nation by mutual forces 
during the first World War. 

When you add to these speeches 
the dozens of other talks dealing par- 
ticularly with the problems of specific 
parts of the insurance industry and 
especially of mutual companies, the 
program reveals itself as one of high 
merit. Dr. V. N. Valgren and other 
authorities from governmental de- 
partments will be there and officials 
of the several mutual organizations 
will hold meetings and elections and 
during intervals of leisure go places 
and see things with the crowd which 
will be bent on exploring the best 
that the Los Angeles district holds 
in scenic views and entertainment. 

In this latter respect there will be 
a rather elaborate program provided 
for the ladies including trips to fa- 
mous beauty spots, the big stores, 
Hollywood and perhaps Catalina and 
country clubs by the sea. 

For the men, a golf tournament 
is projected and, of course, they will 
be invited to go along with wives and 
daughters on several of the general 
trips to be taken. 

The program of the Federation of 
Mutual Fire Insurance Companies on 
Monday, November 3rd, will be ex- 
ecutive in character and cover the 
convention needs of the advance pre- 
mium mutual companies. 


2 « * 

N innovation at the convention 

this year will be the ‘Institute 
of Mutual Insurance”, a project pat- 
terned after the Institute held during 
the past two years at Pittsburgh and 
Charlotte, North Carolina, but with 
slightly more emphasis on the sell- 
ing end of the business. This will be 
a one-day lecture course designed for 
the educational benefit of mutual 
salesmen, agents, field supervisors, 
underwriters, adjusters and depart- 
ment heads. It may be said that this 
effort will be, in effect, a testing out 
of the interest which mutual insur- 
ance people on the Coast would have 
in a full institute course, if such a 
regional school should be conducted 
for the usual three or four-day pe- 
riod at some central location in the 
west. 

It is announced that all interested 
in becoming better acquainted with 
the inner meanings of the mutual 
plan and with various technical points 
useful in both office and field, will be 
welcome provided, of course, that 
they are accredited representatives of 


JouRNAL OF AMERICAN INSURANCE 


mutual companies. 

The Institute will begin on Tues- 
day, November 4, at ten o’clock and 
continue throughout the day with the 
noon interval devoted to an Ad-Sales 
luncheon, at which the dynamic Jack 
McCord, business philosopher and 
wit, of Los Angeles, will furnish the 
oratorical dessert. 

There will be opening remarks by 
Fred C. Cromer, president of the 
National Association of Mutual In- 
surance Companies, and the first lec- 
ture will be on the Development of 
Mutual Fire Insurance in the United 
States, by J. H. R. Timanus, secre- 
tary of the oldest and traditionally the 
most noted mutual, The Philadelphia 
Contributionship. This is the Ben- 
jamin Franklin company organized 
in 1752 and an outstanding example 
of mutual success and reliability. 

The second of the morning lectures 
will be on The Structure of Mutual 
Insurance, by A. V. Gruhn, general 
manager of the American Mutual 
Alliance. A number of items not gen- 
erally understood, especially by un- 
informed competitors, will be made 
clear in this address which will be 
an authoritative approach to the fun- 
damentals of insurance as worked out 
in the mutual plan. 

The afternoon course at the Insti- 
tute will begin with a talk on Forms 
of Coverage and Loss Adjustment 
Under Them, by Gordon Davis, Loss 
Research Division, Federation of Mu- 
tual Fire Insurance Companies. Mr. 
Davis has had a world of experience 
in this field and the facts assembled 
in his lecture are of a nature to open 
the eyes of insurance people generally 
on the relation of practically every- 
body engaged in the business to the 
problem of losses, their adjustment 
and prevention. Those who attend 
will take away from this lecture some 
distinctly new ideas of responsibility 
for the good of the insurance indus- 
try as a whole. 

The fourth and concluding lecture 
will be on Selling Mutual Insurance, 
by Wylie C. Sampson, vice-president 
and sales manager, Employers Mu- 
tual Fire Insurance Company, Em 
ployers Mutual Liability Insurance 
Company. This, of course, will get 
down to the important matter of 
presenting the advantages of mutual 
insurance to prospects, and Mr. 
Sampson is an expert in handling 
his subject. Those interested in more 
and better production and_ building 
of prestige by giving exceptional serv- 
ice to the policyholder will find a 
great many notes to jot down while 
listening to this address. 

Each of the lecturers will be sub- 
jected to a bombardment of questions 
immediately after his talk is done. 





In previous Institutes this period has 
been hailed as one of the finest, most 
informative and vivacious parts of 
the entire course. To protect the 
speakers from too heavy a barrage 
of questions, a board of technical ad- 
visers will be on the platform to 
solve any particularly perplexing 
queries that may come from the floor 
of the meeting. This provides an 
opportunity much relished by an 
audience to put some of the best men 
in the business on the grill in a sort 
of insurance “information please” 
program. Questions submitted must 
not be of the trick variety, but have 
practical application, and yet it gen- 
erally occurs in such meetings that 
considerable amusement is developed 
by efforts to make quick and yet com- 
prehensive answers. Parenthetically, 
it may be said that it will be no easy 
task to stump the experts on the plat- 
form, the group comprising, as it will, 
not only the lecturers but J. J. Beall, 
executive vice-president, Northwest- 
ern Mutual Fire Association of Se- 
attle; J. A. Arnold, executive vice- 
president, National Retailers Mutual 
Insurance Company, and Charles E. 
Nail, vice-president, Lumbermens 
Mutual Insurance Company, Mans- 
field, Ohio. ss é@ 
B' )TH on the day before the In- 
stitute and the day after, the 
mutual insurance Advertising-Sales 
Conference will conduct a program 
of its own. On November 3 the morn- 
ing meeting will be opened under the 
chairmanship of J. H. R. Timanus, 
who, beside being secretary of The 
Philadelphia Contributionship, is 
president of the Federation of Mu- 
tual Fire Insurance Companies. His 
co-chairman will be F. W. Lahr, 
advertising manager, Indiana Lum- 
bermens Mutual Insurance Company, 
president of the mutual insurance 
Ad-Sales Conference. 

At this session Mr. J. J. Beall of 
the Northwestern Mutual Fire will 
lead off with an address on Mutual 
Fire Insurance — Its Past Experi- 
ence and Possible Future. This will 
be followed by a talk on The Sales 
Organization, by H. A. Kern, agency 
secretary of The Central Manufac- 
turers’ Mutual Insurance Company. 

in November 5 this section of the 
convention will conduct an organized 
round table devoted to a “Decade 
in Retrospect”, in which an analysis 
and appraisal of the plans and meth- 
ods of the last ten years of mutual 
insurance development will be made, 
and the effect of this experience on 
present practice will be evaluated. 
Each subject will be given a ten-min 
ute presentation with a discussion 
following. The list of subjects in- 

















cludes Essentials of a Sales Training 
Program and How to Make It Pay, 
by John A. Buxton, president, Min- 
nesota Implement Mutual Fire In- 
surance Company of Owatonna, Min- 
nesota; also a discussion period led 
by Paul W. Purmort, secretary, Cen- 
tral Manufacturers’. 

Building the Sales Manual and 
Making It an Effective Piece of Sales 
Kquipment, by B. L. Moore, vice- 
president, Liberty Mutual Insurance 
Company of Boston ; also a discussion 
period led by Frank M. Davis, pub- 
licity director, Utica Mutual Insur- 
ance Company. 

Sales Presentations The Plan- 
ned Sales Talk, by Leonard H. Jones, 
sales director, Lumbermens Mutual 
ire Insurance Company of Mans- 
field, Ohio. Also discussion led by 
N. C. Flanagin, vice-president, Lum- 
bermens Mutual Casualty Co. of 
Chicago. 

Selection and Education of Field 
Supervisors, by J. J. Beall, executive 
vice-president of the Northwestern 
Mutual Fire Association. Also dis- 
cussion period led by Len K. Sharp, 
secretary, Mill Owners Mutual lire 
Insurance Co. of Des Moines, Iowa. 

In the afternoon of the same day 
the subjects will be: Creating a Fa- 
vorable Public Attitude, by Mr. J. 
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Los Alamitos Bay is the scene of much sailing activity. 
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P. Dobyns, manager Business Ext. 
Dept., Lumbermens Mutual Casualty 
Company, Chicago, Illinois; also a 
discussion period led by K. L. 
Wright, advertising manager, Michi- 
gan Mutual Liability Co., Detroit, 
Michigan. 

The Most [Effective Appeal in In- 
surance Advertising, by Len K. 
Sharp, secretary, Mill Owners Mu- 
tual Fire Ins. Co., Des Moines, Iowa ; 
also a discussion period led by Fred 
W. Lahr, advertising manager, In- 
diana Lumbermens Mutual Ins. Co., 
Indianapolis, Indiana. 

The Value of Policyholder Publi- 
cations, by IF. E. Fitzgerald, ad- 
vertising manager, Grain Dealers 
National Mutual Fire Ins. Co., In- 
dianapolis, Indiana; also discussion 
period led by Wylie C. Sampson, 
vice-president and sales manager, 
Employers Mutual Fire Insurance 
Co., Employers Mutual Liability In- 
surance Co. 

Advertising as a Means of Main- 
taining Good Will and Developing 
New Business Through Policyhold- 
ers, by Frank M. Davis, publicity di- 
rector, Utica Mutual Insurance Co., 
Utica, New York; also a discussion 
period led by Kk. L. Wright, adver- 
tising manager, Michigan Mutual 
Liability Co., Detroit, Michigan. 

Incidental to the Ad-Sales Confer- 
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ence, but a major attraction among 
its many features, will be the Ad- 
vertising Exhibit. This will occupy 
a large section of the big corridor on 
the Galleria floor of the Biltmore. An 
annual affair, it consists of samples 
of the best pieces of advertising the 
various mutual companies have pro- 
duced — taking in newspaper ads, 
magazine ads, direct mail pieces, 
house organs, novelties and other 
kinds of publicity. The exhibits are 
judged by a group of nationally- 
known advertising experts and _ rib- 
bons of blue, red and yellow are 
awarded for winners of first, sec- 
ond or third places in the several 
divisions. This exhibit always draws 
crowds from the first day to the last 
of the convention. 








August Traffic Deaths 
Up 21% 


TRAFFIC DEATHS IN THE UNITED 
STATES DURING THE MONTH OF AU- 
gust totaled 3,910 — an all-time high 
for the month, according to statistics 
recently released by the National 
Safety Council. In 1936, the death 
toll was 3,779. In 1937, it was 3,728. 
Last year it was 3,230. 

This year’s August toll represented 
a 21 per cent increase over the Au- 
gust, 1940, figure — the sharpest in- 
crease reported during the past thir- 
teen months of rising traffic tolls. 


The nation’s traffic toll for 1941 
stood at 24,030 at the end of August, 
against an eight months’ 1940 figure 
of 20,440 — an 18 per cent increase. 

Commenting on the rapidly mount- 
ing number of traffic deaths the Na- 
tional Safety Council states in part: 

The unprecedented August toll empha- 
sizes the need for the current nation- 
wide emergency safety campaign re- 
cently requested by President Roosevelt 
against accidents that are hampering the 
National Defense Program. 

Cities of 10,000 or more population 
contributed heavily to July and August 
traffic death increases, after holding 
death totals down for the first six 
months. 

At the end of June cumulative figures 
for cities showed a net increase of only 
1 per cent over the first half of 1940. 
For July these cities showed a 10 per 
cent rise and in August their traffic 
deaths shot up 18 per cent over the 
same month a year ago. 

Rural traffic deaths for the first six 
months of the year were 22 per cent 
greater than a year ago and in July 
and August ran almost 25 per cent 
higher than last year. 

The huge traffic toll this year can- 
not be blamed entirely on increased 
travel. Gas consumption figures for the 
first seven months show a 12 per cent 
increase in mileage. This is far short in 
the increase of deaths and indicates a 
5 per cent rise in the mileage death rate. 
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Pearl to Retire from 
Massachusetts 


ANNOUNCEMENT HAS BEEN 
THAT THE PEARL ASSURANCE CO. LTD., 
has informed Charles I’. J. Harring 
ton, Commissioner of Insurance of 
Massachusetts, — that 


the company 
plans to cease doing business in that 
state. 


MADE 


This decision comes about as a re- 
sult of a denial of application for a 
rehearing handed down recently by 
the United States Supreme Court in 
the case of Pearl v. Harrington. The 
significant point is that according to 
a Massachusetts law the United 
States manager of a foreign insurance 
company must be a citizen of the 
United States, and the present United 
States manager of the Pearl is Oscar 
H. Carllson, a British subject. 

In a letter to the Commissioner Mr. 
Carllson said in part: 

“This litigation was undertaken by us 
in good faith because of the funda 
mental conviction that it was essential 
for us to know whether or not we had 
to change the entire structure and or- 
ganization of our management through- 
out the United States or be deprived 
of the right to do business in Massa 
chusetts. We felt that under the Fed 
eral constitution and the treaties with 
Great Britain the Supreme Court of 
the United States would hold that such 
a statute violated the Federal constitu- 
tion and the obligations imposed by 
treaties. It has ruled otherwise and we, 
of course, are bound by its decision. 

“In view of the fact, however, that 
compliance with your statute would com 
pel us to change the direction and man 


agement of our affairs in forty-six of 
the other forty-seven States, none of 
which requires that a United States 


manager be a citizen of this country, the 
board of directors of Pearl Assurance 
Co., after the most careful considera- 
tion of this matter, has reached the 
conclusion that sound policies do not 
warrant the company in making such a 
radical change.” 


Fall River Loss Burns Rubber 
Needed for Defense Projects 


IN AN ARTICLE IN THE 
JOURNAL OF COMMERCE, ROBERT 5S. 
Moulton, technical secretary of the 
National Fire Protection Association 
of Boston, has the following to say 
in his introduction to an analysis of 
the $13,000,000 fire. 

“The $13,000,000 fire in Fall River, 
Mass., on October 11-12, in which 15,- 
850 tons of crude rubber were destroyed, 
was forecast a few days previously by 
the National Fire Protection Associa 
tion, which is greatly concerned about 
the apparent lack of consideration for 
fire safety of essential defense materials 
in various parts of the country. 

“Sabotage has been suggested as a 
possible cause of this fire. The results 
are the same, according to the National 
Fire Protection Association, irrespective 


NEW YORK 
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of whether the fire is due to sabotage 
or some other cause, and the primary 
responsibility for the large loss lies in 
the placing of such huge stocks of a 
vital combustible commodity in a single 
fire area where any fire once well un 
der way will result in a total loss. No 
matter how good the protection, it is 
unsafe to store any such tremendous 
values in one fire area. 

“The buildings involved were old, 
originally used by the cotton industry. 
While they were sprinklered, the sprin- 
kler system was old. Neither the build- 
ing nor the protection were designed 
for any such hazard as rubber. In order 
to increase the storage capacity, floors 
had been removed and the rubber placed 
in solid piles from the basement up to 
the height of a two or three-story build- 
ing. i 

“Once such a mass of rubber was in- 
volved, no sprinklers or any other form 
of protection could be expected to ex- 
tinguish it. Furthermore, the cutoffs 
between adjoining buildings and between 
floors 


) were not properly maintained. 
Fire doors lacked closing mechanism 
and some were blocked open by the 


shifting of piles of rubber.” 


Limited O.K. for H.O.L.C. 


Contract in Georgia 


THE GEORGIA INSURANCE DEPART- 
MENT HAS GIVEN TENTATIVE AP- 
proval of the amended contract be- 
tween the Stock Company Association 
and the Home ()wners Cor- 
poration. 

The Attorney General of the state 
has issued an opinion that the agree 
ment on its face does not violate the 
Georgia Insurance Laws. However, 
he further says that final determina- 
tion of the question must await scrut- 
iny of the plan after it has been in 
operation, to see if undesirable prac- 
tices develop. 


Loan 


Adjustment Problems Viewed 
by Mutual Loss Managers 


PRACTICAL DISCUSSIONS OF CUR- 
RENT PROBLEMS IN THE FIELD OF 
property insurance adjustment, with 
leading adjusters as the speakers, 
dominated the annual Loss Managers 
Conference sponsored by the Fed- 
eration of Mutual Fire Insurance 
Companies which was held Oct. 9-10 
at New York’s Hotel Pennsylvania. 
More than seventy adjusters and loss 
department executives of the major 
mutual property insurance carriers at- 
tended. 

The meeting was opened by J. H. 
R. Timanus, secretary of the Phila- 
delphia Contributionship for the In- 
surance of Houses from Loss by Fire 
and president of the Federation of 
Mutual Fire Insurance Companies. 
He described fire insurance adjust- 
ment procedures of his own company 


in the late years of the eighteenth cen- 
tury, pointing out that at that time 
it was customary for the organiza- 
tion’s entire board of directors to go 
out and “view” any risk insured by 
the company upon which there had 
been a loss. Many of the problems 
which he outlined from the old rec- 
ords of the company proved surpris- 
ingly modern in the questions of de- 
preciation and liability which they 
raised. 

Inland marine adjustments, with 
special emphasis upon transportation 
risks, were discussed by William 
Mortimer, New York specialist in 
this field. Prentiss Reed, also of New 
York, assayed the present adjustment 
situation in the light of his many 
years of experience. Provisional in- 
surance and extended coverage were 
the subject of an address by J. W. 
Baker, Minneapolis. 

Dr. R. C. Steinmetz, chief special 
investigator of the Mill Mutual Fire 
Prevention Bureau, Chicago, analyzed 
the arson problem from the view- 
point of the loss manager. A descrip- 
tion of the changes which are to be 
made public shortly in the automo- 
bile property coverages was given by 
John S. Hamilton, Jr., of the New 
York staff of the American Mutual 
Alliance. The address upon use and 
occupancy adjustments given by A. 
T. Persson, Chicago, produced more 
discussion than any other subject 
brought up at the Conference, with 
the puzzling questions concerning 
priorities for replacements responsible 
for much of the interrogation of the 
speaker. The proper handling of 
salvage was the subject of Marvin 
Bank, Minneapolis salvage and ap- 
praisal specialist. 

Because of the emphasis upon prac- 
tical adjusting problems and the op- 
portunity which was presented for 
the exchange of viewpoints at first 
hand by the loss managers and lead- 
ing adjusters the consensus was that 
the Conference was the most success- 
ful of the many which have been 
held. The meeting was called by the 
Loss Managers Committee of the 
Federation of Mutual Fire Insurance 
Companies, which has as chairman 
J. J. McLaughlin, assistant secretary 
of the United Mutual Fire Insurance 
Company, Boston. The committee’s 
other members are E. R. Horton, sec- 
retary Pawtucket Mutual Fire Insur- 
ance Company, Pawtucket, R. L.; G. 
T. Beall, loss manager Indiana Lum 
bermens Mutual Insurance Company, 
Indianapolis; G. Stuart Peick, loss 
manager Hardware Mutual Insur- 
ance Company of Minnesota, Min- 
neapolis ; and G. H. Thompson, vice- 
president Northwestern Mutual Fire 
Association, Seattle. 
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Developments in Casualty 
Insurance 


An Address 
By E. W. SAWYER 
ATTORNEY, NATIONAL BUREAU 
OF CASUALTY & SURETY UNDERWRITERS 
Before the Insurance Section of the American 
Bar Association meeting, Indianapolis, Indiana, 


Sept. 30, 1941 


N the last few years there has 

been a marked trend toward 

broader covers in all casualty 
lines. This trend is evidenced by con- 
stant improvement in fidelity and 
surety bonds, in burglary and allied 
policies, in glass insurance, in boiler 
and machinery insurance, and in all 
liability covers. Broadening of covers 
has been accomplished by increasing 
the scope of insuring clauses and by 
elimination of exclusions and restric- 
tions. Emphasis upon underwriting, 
in the narrow sense of careful and 
intelligent selection of risks, has sur- 
planted to a great degree the idea 
of underwriting by means of policy 
provisions. 

Another phase of this trend is evi- 
denced by new covers and by com- 
bining several covers in one policy. 
Illustrative of the new covers are the 
valuable papers policy, the accounts 
receivable policy, automobile medical 
payments insurance and_ principals’ 
protective liability insurance. 


Significance of Broader Forms 

The significance of these broader 
covers and new applications of casu- 
alty insurance is, I believe, that they 
evidence a steadily increasing belief 
that the best interests of the business 
are served by offering to the public 
insurance covers which meet the pub- 
lic need. Casualty insurance is actu- 
ally seeking methods by which it 
can anticipate the public need for 
protection. 

In the last three years the efforts 
of the central organizations of the 
casualty insurance carriers to trans- 
late this idea into policy contracts, 
rules and rating procedures has re- 
sulted in a period of turmoil which 
has been the despair of all who have 
tried to keep pace with the changes. 
Yet out of the turmoil are already 
emerging covers far better fitted to 
the needs of the insuring public, cov- 
ers which are simpler and which af- 
ford broader protection. 

A third phase of this trend is an 
effort to break down barriers, estab- 
lished by law or custom, which pre- 
vent the use of casualty insurance to 
the fullest extent to meet the con- 
stantly changing needs of the public. 


The system of growth of insurance 
in the United States produced bar- 
riers which ‘in many instances still 
preclude the expansion of insurance 
covers to provide full protection 
needed by the public. An insurance 
carrier is authorized to write only 
certain forms of insurance. These 
authorized lines are carefully defined 
by statute. Often when it is found 
desirable to round out the protection 
offered by a casualty cover, the ad- 
ditional needed insurance may not 
be written in some states by a casu- 
alty carrier because it falls within 
the powers of a fire or an inland 
marine carrier, or, if within the pow- 
ers of the casualty carrier, it may be 
technically classified as a different 
form of insurance subject to statutory 
requirements intended to govern only 
the major cover in which it is clas- 
sified. 

Examples of efforts to break down 
such barriers in the public interest 
are all-hazards glass insurance, the 
insurance of documents and valu- 
ables against loss from any cause and 
automobile medical payments insur- 
ance. The all-hazards glass cover and 
insurance against loss from any cause 
of documents or other valuables en- 
counter the barrier against insurance 
by a casualty carrier of a loss caused 
by fire. Although insurance against 
loss by fire may not be available from 
fire insurance carriers, this narrow 
fringe of protection must in some 
states, be excluded to comply with 
statutory requirements. 


Automobile Medical Payments 

Automobile medical payments in- 
surance encountered the barrier be- 
tween liability insurance and_ acci- 
dent insurance. In the few states in 
which the barrier cannot be sur- 
mounted the rounding out of the au- 
tomobile liability policy is impossible, 
and the medical payments cover must 
be written to comply with the stat- 
utory requirements applicable to ac- 
cident insurance, however obvious it 
may be that the conditions which the 
statutes were enacted to correct can- 
not exist in the medical payments 
cover. 

Despite serious obstacles much 
progress is being made to break down 
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the barriers which preclude satisfac- 
tory protection for the public. It is 
being accomplished in some instances 
by legislation but in the main by in- 
telligent administration by state su- 
pervisory authorities. 

To the three phases of the trend 
toward better protection for the pub- 
lic may be traced nearly all of the 
recent changes in casualty insurance 
covers. I believe that the most signifi- 
cant development in casualty insur- 
ance during my experience with it is 
the change in the concept of the 
function of the business toward the 
public need. I further believe that 
this change in concept has been per- 
manently accomplished and that the 
future will see ever-increasing efforts 
to anticipate and to meet the needs 
of business and of the public gener- 
ally for improved and new protection 
against the results of casualties. 


Workmen’s Compensation 

Another and different trend is 
worthy of notice although it is pos- 
sible to isolate and identify the de- 
velopment only imperfectly because 
its possibilities are as yet still obscure. 
The trend began a quarter of a cen- 
tury ago when casualty insurance was 
selected as a medium for effecting the 
beneficent objects of workmen’s com- 
pensation. The creation of a legal 
liability on the part of an employer 
for payment of benefits to his injured 
employes irrespective of negligence 
on the part of either or both was a 
revolutionary departure from the 
principles of the common law. The 
adoption of workmen’s compensation 
was due more to an intolerable con 
dition than to an awakened social 
conscience. It was generally feared 
and was opposed by the insurance 
business which saw in it the destruc- 
tion of a profitable line, employers’ 
liability insurance. Yet workmen's 
compensation insurance rapidly be- 
came the leading premium-producing 
line of the casualty carriers and to- 
day is exceeded only by automobile 
liability insurance. 

The significance of workmen’s com 
pensation insurance as the beginning 
of a trend is that its successful ad- 
ministration by insurance carriers 
focused attention upon casualty in- 
surance as a means of effecting other 
social improvements in a world stead- 
ily becoming more conscious of social 
obligations. For example, liability 
insurance, which was originally a con- 
tract solely for the protection of the 
insured against the results of liability 
imposed upon him by law, is now 
used as protection for the person so 
unfortunate as to be injured. The 
increasing use of automobile liability 
insurance to establish financial re- 
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sponsibility of owners and operators 
under compulsory insurance laws, 
motor carriers laws and financial re- 
sponsibility acts is an evidence of this 
development. We are in the midst of 
a change in our concept of liability 
insurance from protection of the in- 
sured to protection of the injured, 
a development which results from the 
use of liability insurance to effect a 
new concept of social responsibility. 

Whether this development will con- 
tinue or whether further changes in 
our social structure will be met 
through government insurance prob- 
ably depends considerably upon our 
vision in anticipating and meeting the 
need. One who analyzes the condi- 
tions which today engulf the world 
has little difficulty in tracing our trou- 
bles to one source. The masses of 
all countries, dependent for livelihood 
upon work provided by business op- 
erating upon a profit system, are no 
longer content to depend for security 
upon the ability of a few people to 
make the profit which alone insures 
them employment. It is true that 
the dictators have converted the un- 
rest to their own ends, but unemploy- 
ment and lack of security created the 
mental state which made dictators 
possible. 

e ee ® 


Social Changes 

T is inevitable, I think, if the profit 

system is to survive, and I ex- 
pect it to survive, that we shall see 
in the next few years many changes 
in our business economy and in our 
views toward security for the indi- 
vidual. What form such changes will 
take we do not know. But we do 
know that casualty insurance is in 
a preferred position because of its 
relationship to past and current 
changes in social concepts, and it is 
probable that intelligent study of 
changing views toward security for 
the individual may disclose uses for 
casualty insurance about which we 
are today wholly unaware. Certainly 
we must be constantly sensitive to so- 
cial changes and ever watchful to find 
in such changes opportunities to use 
casualty insurance in furtherance of 
this major development in the func- 
tions of this line. 

Of all of the developments in casu- 
alty insurance the one which should 
be of the greatest interest to lawyers 
is the embryonic trend toward recog- 
nition of the fact that many of our 
common law principles of negligence 
and liability may have outlived their 
usefulness. Our training both as law- 
yers and as insurance men leads us 
to follow precedents and to resist 
change. Yet in the abandonment of 
common law principles which no 
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longer meet conditions of business 
and of life and in the adoption of new 
principles we may find one of the most 
fertile fields for casualty insurance. 

Prior to the enactment of work- 
men’s compensation laws we _ had 
never recognized the existence of a 
legal liability for an injury to em- 
ployes independently of a fault upon 
which liability could rest. Both the 
legal profession and insurance ac- 
cepted the principle reluctantly, and 
for a quarter of a century we have not 
explored possibilities for casualty in- 
surance by applying the same idea to 
other situations. 


Medical Payments Cover 


Within the past two years the casu- 
alty insurance business has developed 
and is now selling medical payments 
coverage applicable to injuries sus- 
tained by persons toward whom the 
insured has a moral or a social re- 
sponsibility. The benefits of the in- 
surance are available to injured per- 
sons independently of the existence 
of legal liability. This form of in- 
surance is sold with owners’, land- 
lords’ and tenants’ liability insurance 
to cover injuries sustained by domes- 
tic servants of the insured, as well 
as with automobile liability policies to 
cover injuries sustained by persons 
riding in the insured’s automobile. 

This coverage is an extension of 
medical and surgical first aid which 
has long been a part of automobile lia- 
bility insurance and which in recent 
years has been made a part of nearly 
all liability insurance. Following the 
application of these principles to au- 
tomobile injuries, why should it not 
be applied to patrons of a store, of- 
fice, church or theatre, and to visitors 
on the premises of manufacturers? 
And if applied voluntarily to medical 
and surgical expense why not to 
damages on some theory other than 
liability for negligence? There is 
nothing sacrosanct about the common 
law principle which predicates lia- 
bility in such cases wholly upon neg- 
ligence of the person in control of 
premises. It is only reluctance to 
abandon the past which impedes 
progress of this development. 

Many lawyers and insurance men 
feared that voluntary progress in the 
direction of compensation without 
fault was an encouragement for ap- 
plication of the principles of work- 
men’s compensation to automobile ac- 
cidents, yet the automobile medical 
payments cover has become generally 
accepted. It is more reasonable to 
expect, I think, that if a compulsory 
compensation plan for automobile ac- 
cidents is eventually adopted the 
motivating factor will be opposition 
to changes in the legal principles of 





negligence and liability. The de- 
fense of contributory negligence, the 
formalities, delays and expense of our 
legal procedure, and cumbersome and 
impractical rules of evidence do far 
more to create dissatisfaction with our 
current system and encourage the 
adoption of a compensation plan than 
all of the voluntary softening of the 
rigors of common law principles 
which we can accomplish. 

It is my belief that the more we 
can do to accomplish summary, in- 
expensive enforcement of legal rights, 
the less the likelihood of abandon- 
ment of the principle of liability based 
upon fault. Certainly making imme- 
diately available to an injured per- 
son the cost of medical and surgical 
care, does relieve the pressure upon 
him to accept at once what may be 
offered and to that extent ameliorates 
one of the hardships imposed by 
delay. 

e @ ® 


Contributory Negligence 

ESPITE opposition progress is 

being made to abolish the un- 
reasonable rule of contributory neg- 
ligence and to substitute comparative 
negligence rules. Similarly progress 
is being made to speed up the dis- 
position of accident litigation. These 
are both vents which help prevent 
the accumulated steam of indignation 
from blowing the lid off the tea- 
kettle of our current system. 

Personally I would like to see this 
incipient trend go so far as to re- 
examine our theory of responsibility 
for injury, particularly for automo- 
bile accident injuries. One court had 
the temerity to hold many years ago 
that an automobile on a highway was 
an inherently dangerous instrumental- 
ity and was subject to the legal prin- 
ciples governing inherently dangerous 
instrumentalities. I venture to say 
that had that view prevailed the use 
of an automobile on the highway to- 
day would be generally regarded as 
a privilege rather than as a right, 
that the exercise of the privilege 
would be safeguarded by much 
stricter rules of safety, and that regis- 
tration and licensing requirements 
would keep off the highway many 
automobiles and operators today re- 
sponsible for a substantial part of 
our automobile accidents. 

Instead we have seen a growth of 
assigned risk pools, established by the 
insurance companies under pressure, 
to enable automobile owners to obtain 
insurance after underwriters have 
found them undesirable risks. The 
result is a weakening of the enforce- 
ment of such safeguards as may ex- 
ist to keep irresponsible operators and 


(Continued on page 28) 
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Neglect to provide adequate and convenient water supply is one of the major causes of 
large loss fires. 


Why Large Loss Fires? 


By WARREN Y. KIMBALL 
NATIONAL FIRE PROTECTION ASSN. 
Excerpts from a discussion of this subject at the 
meeting of the Association of Mutual Fire In- 
surance Engineers held in Boston, Aug. 19-21, 
1941 


Fire Protection Association at 
a meeting of the Association of 
Mutual Fire Insurance Engineers, 
Mr. Kimball explained several of 
the functions of the organization, one 
of which is furnishing a clearing 
house for information furnished by 
various individual members. He em- 
phasized that during the past dozen 
years the association had made a spe- 
cial effort to follow up every fire in- 
itially reported as having either di- 
rectly or indirectly caused losses total- 
ing a quarter of a million dollars or 
more. This was done in connection 
with a study to learn whether public 
protection alone gives adequate pro- 
tection for large values. The data as- 
sembled made it apparent that a few 
large fires cause an undue portion of 
our annual fire losses. Continuing the 
main body of his address he said: 
First on the list of “reasons for 
large loss” comes Structural Factors. 
This includes buildings of inferior 
construction with excessive areas and 
unprotected vertical openings such as 
stairways and elevator shafts. Many 
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lack protection against exposure. 
These conditions show why building 
code requirements are such an impor- 
tant part of fire protection engineer- 
ing work. 

Secondly come Occupancy Factors 
such as combustible contents and ex- 
cessive amounts of burnable stocks. 
These hazards are particularly im- 
portant today when defense produc- 
tion has resulted in large concen- 
trations of stocks without adequate 
protection or segregation. Other oc- 
cupancy factors contributing to big 
fire losses have been flammable liquids 
and gases, unsafe heating equipment 
and contents of especially high value 
or especially susceptible to damage. 

The third group of reasons for 
large losses comes under the head- 
ing of Fire Protection Deficiencies. 
Most serious of all is the lack of ade- 
quate private fire protection. Prop- 
erty owners place too much reli- 
ance on municipal protection which 
should not be expected to do the 
impossible. (ther fire protection de- 
ficiencies are lack of fire doors or 
cut-offs between sections, sprinkler 
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systems shut off, and lack of an ade- 
quate public fire department to back 
up private equipment. It should be 
mentioned here that one of the big 
fire protection problems of the pres- 
ent time is the proper coordination 
of public and private fire protection 
services. Private protection must in 
many cases do more of the first-aid 
fire fighting and fire prevention work. 
On the other hand, the public fire 
department should be brought to top 
efficiency and especially trained to 
handle industrial fires. 


Delays in Giving Alarms ranked 


fourth in the reasons for big fires. 
The chief reason for such delays was 
that persons without adequate experi- 
ence, equipment or help, tried to put 
out the fire without calling the fire 
department. Next to this, many 
fires had great headway when dis- 
covered due to inadequate watch and 
automatic fire alarm services. Con- 
fused action or lack of action by 
watchmen also has contributed to a 
number of big fires. 


Next on the list comes Fire Fight- 


ing difficulties. Frequently fire de- 
partments were inexperienced at 
fighting large fires or were inade- 
quately manned or equipped. Many 


persons do not appreciate that the 
average fire department spends most 
of its time fighting little insignificant 
fires and sometimes a big one proves 
too much of a surprise. In numerous 
cases even where fire departments 
are powerful and well equipped there 
are unexpected delays due to grade 
crossings, and other reasons, and 
then in many cases plants are located 
in inaccessible places where the fire 
department cannot get into action 
quickly enough to be effective. 
Water Supplies come next as rea- 
sons for big losses or rather inade- 
quate water supplies. Shortage of 
hydrants is another reason for lack 
of water. A good example of this 
was a $750,000 fire this summer in 
West Virginia. A large plant was 
located on the bank of the Ohio River 
but no approaches had been con- 
structed to permit pumpers to get 
close to the river — perhaps because 
a 30-inch main passed the front of 
the building. There was one hydrant 
on this 30-inch main and it was very 
conveniently located — only 10 feet 
from the plant. When the fire oc- 
curred the fire department did use 
this hydrant but one line was needed 
just to keep the hose from burning ; 
it was so close to the flames. Now 
from the point of view of the public 
one hydrant near a plant may seem 
quite adequate, but fire fighters and 
fire engineers know that even if 
hydrants were never defective or 
frozen, as they all too often are, it is 
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necessary to have a good distribution 
for effective fire fighting. In this 
fire referred to it was necessary to 
relay through a series of fire depart- 
ment pumpers to get water from a 
hydrant 4000 feet away. The plant 
burned down. 

W eather Conditions, including high 
winds, floods, blizzards, low at- 
mospheric humidity also play a big 
part in many large losses. 

Explosions also cause many fires 
to gain great initial headway so that 
protective equipment does not have 
opportunity to function. 


* & % 
NM R. KIMBALL then explained 
some of the methods of as- 
sembling data for the N.F.P.A. 


(Quarterly beginning with the rec- 
ords which have been maintained of 
automatic sprinkler performance. Of 
special importance is the study made 
of fires that have caused loss of life. 
Concerning this and other phases of 
the work he said: 

In many cases where public au- 
thorities have investigated disasters 
where there has been loss of life, 
much stress has been put on the 
cause of the fire, or to be more ex- 
act, the mere cause of ignition of 
the building. The much more im- 
portant factors responsible for the 
rapid spread of the fire and respon- 
sible for the actual loss of life are 
usually overlooked or ignored. Any 
fire insurance investigator knows 
that there are innumerable fire causes. 
These must be controlled as far as 
possible and the actual cause of igni- 
tion should be a part of any fire in- 
vestigation, if for no other reason 
than to discourage dishonest fires. 
Nevertheless, the fire protection en- 
gineer when investigating a fire 
should be more concerned with the 
question why was this a large loss or 
why did loss of life occur and how 
could it have been prevented. * * * 

Some of our member organiza- 
tions furnishing fire reports to our 
Fire Record Department feel that we 
ask for too many details. I think 
that it might be safely said, how- 
ever, that more can be learned from 
a limited number of important fires 
properly investigated and intelligently 
reported, than from a large number 
of fires merely listed on some card- 
punch system in which various causes 
and classes of fires are lumped to- 
gether so that they may be studied 
by running the cards through a ma- 
chine. That form of fire record has 
some uses but does not tell us why 
there are large loss fires or how to 
prevent them. 

It may be admitted that the ear- 
lier fire report forms used by the 
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N.F.P.A. and some of the inspection 
organizations were much too de- 
tailed and tended toward development 
of bulky and perhaps over-detailed 
statistics. However, it seems likely 
that such studies served in their time 
a useful purpose as a foundation for 
our present knowledge of fire experi- 
ence. They were made at a period 
when engineering was making its 
first effort to make fire protection a 
known quantity instead of the gamble 
that it had always been. Our genera- 
tion perhaps does not easily recall 
the times when all fires were popu- 
larly called acts of God and when 
many insurance companies went un- 
der each year because they guessed 
wrongly or lacked adequate en- 
gineering services. Every detail now 
taken as fundamental facts in N.F. 
P.A. safety standards or in our hand- 
book of fire protection, had to be 
learned through fire experience. Early 
studies of sprinkler performance went 
into great detail regarding such fac- 
tors as air pressures, water pressures, 
condition of heads, dry valves, pipe 
sizes and many other things now cov- 
ered by standards and engineering 
department rules before systems are 
installed. 

In view of the great number of 
fire reports being handled by many 
member organizations there is a 
tendency by some to make fire re- 
ports so brief that in many cases 
the reports lack information that is 
essential to intelligent analysis of the 
fire experience. Of course, many of 
the reports we receive are primarily 
a record of loss of an assured and 
are forwarded to us as a matter of 
cooperation and courtesy. The com- 
pany or organization making the re- 
port is primarily interested in the 
fact that a claim has occurred. They 
already have a detailed inspection 
report on each risk. They are second- 
arily concerned with the lessons of 
the fire. This is not true of all in- 
spection bureau reports. 

It should also be pointed out that 
the filling out of fire report forms, or 
the preparing of a fire report, calls 
for a considerable measure of judg- 
ment and knowledge of the fire pro- 
tection game, and well illustrates the 
old quotation, “He who expects to 


bring home knowledge must take 
knowledge with him.” * * * 
In many instances we have had 


quite a job to obtain what we con- 
sider adequate information regarding 
some important fire. Some of this 
difficulty is due to a certain reluctance 
on the part of property owners or 
occupants to admit that they slipped 
up on some matter of fire protection ; 
or the reluctance of the insurance or- 
ganization involved to admit that 





they guessed wrongly. 


We have in recent years made it 
a practice to supplement the reports 
received from insurance sources with 
other information. For example, 
when any fire occurs that appears to 
be of special interest or is reported 
to involve a loss of $75,000 or more, 
we immediately get copies of the local 
newspapers and frequently get copies 
of photographs if available. Also a 
fire report blank is sent to the chief 
of the fire department that was in 
charge of fighting the fire. This 
practice of requesting reports has had 
excellent results. In addition to get- 
ting fire record information it fur- 
nishes a valuable contact with the 
fire chief and lets him know that we 
are interested in his special problems. 
It gives the chief a chance to record 
the reasons why the large loss oc- 
curred. Frequently such losses are 
the result of failure to heed warnings 
by the chief or other authorities. The 
fire department gets a chance to tell 
its side of the story. The fire depart- 
ment has been blamed for a situation 
that no manual fire fighting force 
could hope to successfully meet. As 
previously pointed out many risks 
can only be protected adequately by 
private automatic protection. On the 
other hand, one of the chief reasons 
why this fact is not better appre- 
ciated is that for many years the gen- 
eral public has believed that the 
good old home-town fire brigade is 
made up of supermen who can eat up 
smoke and flame and are more than 
equal to any situation. In fact, the 
worse the odds, the better showing 
they are expected to make, and, the 
more property burned down in a 
given fire, the more certain is the 
public that the fire department did 
well to save the old town at all. 


Another reason for getting fire re- 
ports from the fire department is that 
the filling out of a well designed fire 
report blank helps the fire depart- 
ment or anyone else, to make a 
proper appraisal of the factors in- 
volved and the lessons learned. In 
years past fire department records 
were mainly concerned with the num- 
ber of feet of hose laid and the feet 
of ladders raised. These facts may 
be useful in comparing the amount 
of labor performed by various fire 
companies during a given period, but 
in most cases are of no value in ad- 
vancing fire protection knowledge. 
Just what was done with the hose 
and the ladders, whether used advan- 
tageously or not, seldom appeared 
on the old-fashioned fire department 
reports. The job of filling out a fire 
report blank is good for the soul of 


(Continued on page 26) 
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Various farm properties present different problems as to the need of comprehensive coverage. 


Farm Mutuals and Extended Coverage 


HE question of whether or 
| not farm mutuals should write 
extended coverage is one that 
I do not feel qualified to answer in 
any conclusive way. I shall attempt, 
however, to present as best I can 
certain facts and conclusions that 
seem to me to bear on this question, 
which in the last few years has re- 
ceived increasing attention from farm 
insurance leaders. 


General Meaning of Extended 
Coverage 


First of all I think we ought to 
have before us as clearly as possible 
what is meant by extended coverage. 
This coverage is largely a develop- 
ment of the last ten years. At first 
an endorsement of this nature was 
generally known as ‘supplemental 
contract.” When only three added 
hazards were covered, it was often 
spoken of as a “three-point supple- 
mental contract”; when five added 
hazards were covered, was called 
i “five-point supplemental contract” 
etc. According to this terminology 
the present extended coverage, as 
written by stock companies and gen- 
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eral mutuals, is a “seven-point sup- 
plemental contract.” The term “ex- 
tended coverage endorsement” did 
not come into general use until about 
1937, but this term has now largely, 
if not entirely, supplanted the earlier 
name of supplemental contract. 

The extended coverage endorse- 
ment, as now used by stock com- 
panies and general mutuals, is at- 
tached to the fire insurance policy in 
consideration of an added premium 
charge. This endorsement causes the 
fire policy to cover loss or damage 
from seven different hazards in ad- 
dition to fire and lightning. These 
are: (1) windstorm, (2) hail, (3) 
explosion (4) riot, (5) aircraft, 
(6) smoke, and (7) vehicles. Light- 
ning, as - know, has long been con- 
sidered by fire insurance companies 
as very closely connected with fire. 


The actual wording of what may be 
called the insuring clause in the “Uni- 
form Standard Extended Coverage 
endorsement” contains some addi- 
tional words in the enumeration of 
the hazards covered, but these add 
little, if anything, to the seven haz- 
ards we have named. The insuring 
clause of the extended coverage en 
dorsement reads as follows: 

“In consideration of $............ pre- 
mium, and subject to stipulations, limi- 
tations and conditions herein and in 
the policy to which this endorsement 
is attached, including riders and en- 
dorsements thereon, the coverage of 
this policy is extended to include direct 
loss or damage by windstorms, cyclone, 
tornado and hail, explosion, riot, riot at- 
tending a strike, aircraft, smoke, and 
vehicles.” 

The effect of this endorsement is 
to cause the policy to cover loss or 
damage from each hazard enumer- 
ated to the same extent as losses 
from fire are covered. In other 
words, it has the same effect on the 
policy as would result if all these 
hazards were named in the policy in 
addition to fire whenever the word 
fire occurs. 

Most of the terms used in naming 
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the hazards covered by the extended 
coverage endorsement have the mean- 
ing that the public ordinarily ascribes 
to them. In the case of “explosion”, 
however, the so-called uniform stand- 
ard extended coverage endorsement 
has a provision to the effect that it 
does not include “loss or damage by 
explosion originating within steam 
boilers, pipes, flywheels, engines, and 
machinery connected therewith and 
operated thereby.” In other words, 
if the insured needs or wants steam 
boiler insurance he must get that un- 
der a separate steam boiler policy. 
The coverage under the term “riot” 
is also rather carefully defined in the 
endorsement, and war risk is specifi- 
cally excluded. 

Similarly “smoke” is given a spe- 
cial or limited meaning by a provi- 
sion in the endorsement which reads 
as follows: 

“The term ‘smoke’ as used in this en- 
dorsement means only smoke due to 
sudden, unusual, and faulty operation of 
any stationary steam, hot water or hot 
air plant pertaining solely to the service 
of the building, while contained in or on 
the premises owned or occupied by the 
insured and described in this policy, but 
not smoke from stoves, fireplaces or in- 
dustrial apparatus.” 


* * a 
Windstorm and Hail 

b gran are fully aware, of course, 

that the first two additional haz- 
ards enumerated, namely windstorm 
and hail, are of a kind that local 
farm mutual fire insurance companies 
in most States are neither allowed 
to write nor want to write. These 
two hazards, unlike those of fire and 
lightning, do not act upon one farm 
risk at a time. They are likely to 
affect simultaneously a number of 
farm risks in a given locality and 
resemble from this point of view the 
conflagration hazard in cities and 
towns. Such hazards can safely be 
insured against only by State and 
district companies with business ter- 
ritories materially larger than those 
of most of the farm fire mutuals. 

Hence, when those connected with 
local farm fire mutuals talk about 
their companies writing extended 
coverage, they have in mind, as a 
rule, not the full seven-point extended 
coverage as written by stock com- 
panies and general mutuals, but in- 
stead a more limited form of such 
coverage which omits from its list 
of hazards those of windstorm and 
hail. The Michigan Farm Mutual 
l.aw, for example, has recently been 
amended so as to authorize the farm 
mutuals of that State to write what 
they call extended coverage. As the 
law now reads, it permits them to 
insure against “loss or damage by 
inherent explosion, fire, lightning, 
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riot, riot attending a strike, aircraft, 
smoke, and vehicles”. This, it should 
be noted, authorizes these companies 
to insure against what amounts to 
only five hazards in addition to fire 
and lightning, namely, explosion, 
riot, aircraft, smoke and vehicles. It 
is therefore, a five-point and not a 
seven-point extended coverage. The 
intention is, of course, that the wind- 
storm mutuals of Michigan shall con- 
tinue to operate in close cooperation 
with the farm fire mutuals and shall 
provide insurance as before against 
windstorm and hail. 

These Michigan mutuals, through 
their State Association, of which Mr. 
L. P. Dendel is secretary-treasurer, 
have prepared a special extended cov- 
erage endorsement for use by the farm 
fire mutuals of the State. This en- 
dorsement provides, as might be ex- 
pected, a five-point coverage as now 
authorized by the State law. In word- 
ing, it follows closely the seven-point 
“Uniform Standard Extended Cov- 
erage Endorsement” except for cer- 
tain omissions. In addition to leaving 
out windstorm and hail from the haz- 
ards covered and all provisions per- 
taining to these two hazards, it also 
omits a few other provisions found 
in the seven-point form that were not 
deemed applicable to the business of 
farm fire mutuals, such as_ special 
provisions relating to plate, stained, 
leaded, or cathedral glass; use and 
occupancy coverage, etc. As a result 
of these omissions and a few minor 
changes in wording of other para- 
graphs of the seven-point form, the 
Michigan farm fire mutuals now have 
a relatively brief and well devised 
form for use in giving those farmer 
members, who want it, a limited ex- 
tended coverage to supplement their 
existing fire and windstorm insur- 
ance. The farm mutuals in some of 
the other States may possibly have 
devised similar special forms with- 
out their having come to my at- 
tention. 

Having thus attempted to get some- 
what clearly in mind what “extended 
coverage” means, with special refer- 
ence to farm fire mutuals, let us now 
venture a little closer to the question: 
Should the farm fire mutuals write 
it? Our answer to this question 
should depend, it seems to me, on 
our findings and conclusions on two 
related questions: First, do farmers 
really need this extended coverage? 
Second, are the hazards involved such 
that local farm mutuals can wisely 
offer protection against them? 

Do Farmers Need Extended 

Coverage? 


HE needs on the part of farm- 
ers for protection against the haz- 





ards included in this limited extended 
coverage vary greatly, as I see it, 
from one locality to another, and 
even from one farm to another in the 
same general locality. This is cer- 
tainly true of the hazards of falling 
aircraft and motor vehicles, and it 
would seem to be true also of riot. 
For certain farm homes located near 
airfields, or under principal air routes, 
the aircraft hazard may easily be a 
thousand times as great as is this 
hazard in the case of numerous other 
farms. By this I do not mean that 
the aircraft hazard is very great in 
any instance, but rather that it is very 
small indeed for most farm homes. 
Similarly, the motor vehicle hazard 
to some farm homes alongside of 
principal highways, and particularly 
when located on the outward bend of 
a highway, may well be a thousand 
times as great as is this hazard in 
the case of other farm homes located 
well away from any public road. The 
riot hazard no doubt also varies 
greatly with proximity to, or remote- 
ness from, centers of population. The 
explosion hazard applies perhaps 
somewhat more generally, but it, too, 
varies with the heating and lighting 
equipment in the home. As to the 
smoke hazard, the farm home heated 
only by stoves or fireplaces has no 
smoke hazard whatever that is cov- 
ered by extended coverage, since it is 
only smoke from “steam, hot water 
or hot air plant” that is covered un- 
der certain conditions, and in no case 
smoke from stoves or fireplaces. 


If we are correct in these con- 
clusions, it follows that the five-point 
extended coverage endorsement af- 
fords some farmers a_ substantial 
amount of needed protection, while 
to others it means very little. It fol- 
lows also that if all farmers in a given 
company were provided this coverage 
at a uniform rate, some would be 
paying much more than others in pro- 
portion to the protection received. 
This consideration tends to suggest 
that the present plan of writing this 
coverage, in the form of an optional 
endorsement, is fairer than would be 
a plan of making extended coverage 
an integral part of the fire policy, 
although this latter plan might be 
somewhat more convenient for the 
companies. 


In offering this coverage on an op- 
tional basis, it seems obvious that a 
rate must be charged that allows for 
so-called adverse selection. By this 
I mean, of course, that those farmers 
whose property is in most danger 
from the hazards involved are more 
likely to want extended coverage than 
are the farmers whose property is 
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War and Defense Measures 
Raise Adjustment Problems 


An Address 
By FRANK L. ERION 
Before the Insurance Section of the American 
Bar Association meeting, Indianapolis, Indiana, 
Sept. 30, 1941 


AR and defense measures add 
W no new problems for the ad- 
juster to solve but they do add 
perplexities to those already existing. 
Previously fire insurance companies 
added to the hazards insured by the 
“Extended Coverage Endorsement”, 
the use of which has solved many 
problems which formerly confronted 
an adjuster. This endorsement ex- 
tends the insurance to cover loss by 
windstorm, cyclone, tornado and 
hail, explosion (excepting steam boil- 
ers, pipes, etc.), riot, riot attending 
strike, aircraft, vehicles, and smoke 
if due to a sudden, unusual and faulty 
operation of any stationary heating 
plant. The endorsement has a “War 
Risk Exclusion” which says it does 
not cover any loss or damage which 
either in origin or extent is caused 
directly or indirectly by or incident 
to war, invasion or other warlike op- 
erations, whether war be declared 
or not. 


Conditions in Europe caused the 
companies to amend this “War Risk 
Exclusion” by a “Mandatory En- 
dorsement” which must be attached 
to every extended coverage endorse- 
ment and which replaces the previous 
war risk exclusion. It is as follows: 

“It is a condition of this endorsement 
that the Extended Coverage Endorse- 
ment to which this endorsement is at- 
tached is extended to include direct loss 
or damage by civil commotion. 


“It is a further condition of this en 
dorsement that the ‘War Risk Exclusion’ 
in the Extended Coverage Endorsement 
to which this endorsement is attached 
is amended to read as follows: 

“WAR RISK EXCLUSION — The 
insurance under this endorsement does 
not cover any loss which either in origin 
or extent is caused by war, invasion, 
civil war, insurrection, rebellion, revo- 
lution, or other warlike operations 
(whether war be declared or not), or 
civil strife arising therefrom; nor, un- 
less otherwise provided by endorsement 
attached to this policy, for loss caused 
by acts committed by the agent of any 
government (de facto or otherwise), or 
by the agent of any party or faction en- 
gaged in war, invasion, civil war, insur- 
rection, rebellion, revolution, or other 
warlike operations (whether war be de- 
clared or not), or civil strife arising 


therefrom, except that the foregoing is 
not intended to deny liability for loss by 
explosion not occurring during and in 
with operations of military 
country 


connection 


or naval armed forces in the 


where the described is situ- 
ated.” 

The fundamental intent is identi- 
cal with the original “War Risk Ex- 
clusion” in the “Iéxtended Coverage 
Endorsement”. \arlike operations 
are explained by inclusion of the 
words civil war, insurrection, rebel- 
lion, revolution and extended to in- 
clude “civil strife arising therefrom”. 
Added is the provision excluding lia- 
bility for loss caused by acts com- 
mitted by the agent of any foreign 
government, or by the agent of any 
party or faction engaged in warlike 
operations. 


property 


Vandalism and Malicious Mischief 

Demand for insurance against 
losses occasioned thereby was made 
and endorsement to provide it was 
authorized long before the big Eu- 
ropean Vandal started his campaign 
to rule and ruin the world. To our 
chagrin we found here in our own 
beloved country, vandals and mali- 
cious persons who damaged properties 
for spite or revenge or other damn- 
able purpose. 

The Vandalism and Malicious Mis- 
chief Endorsement extends the insur- 
ance to include direct loss to the de- 
scribed property from Vandalism and 
Malicious Mischief including acts 
committed by the agent of any gov- 
ernment, party or faction engaged in 
war, providing such agent is acting 
secretly and not in connection with 
any operations of military or naval 
armed forces. 

This endorsement is comprehensive 
excluding only loss to glass constitut- 
ing part of the building and the war 
risk as defined in the mandatory en- 
dorsement. 

So far as I know, neither the War 
Risk Exclusion nor the Vandalism 
and Malicious Endorsement has been 
ruled on by the courts though there 
is little doubt many of you have been 
called upon for your interpretation. 

What loss is covered and what 
loss is not covered is what every 
owner, agent and adjuster wants to 
know. If they do know, or think they 
know, and all agree there will be no 
litigation and therefore no court de 
cisions, but whoever heard of owner, 
agent and adjuster agreeing when 
there is the slightest variance in their 
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perspective; and there usually is. 

It is not the privilege of an ad- 
juster to decide moot questions which 
duty devolves upon company officials 
and attorneys. The adjuster follows 
precedent as established by court de- 
cisions and practice. When there is 
a difference of opinion concerning 
the intent or interpretation of a clause 
not previously ruled upon, he submits 
to the company a report of circum- 
stances and differences and awaits 
instructions. 


If the question involved is new to 
the company official who supervises 
adjustments, he submits it to the 
company attorney and is guided by 
his opinion, That said attorney is 
not infallible is proven by court rec- 
ords which disclose that the com- 
panies lose many more jury cases than 
they win. The losing attorney has an 
easy out, however, because evidence 
at the trial brings out facts not dis- 
closed in adjuster’s report or 
does it? 

+ * é 


WILL not attempt to tell you 

what unusual losses are or are 
not covered by a fire insurance pol- 
icy which includes both the Extended 
Coverage and Vandalism endorse- 
ments but will paraphrase the opin- 
ions expressed by that Eminent In- 
surance Counsel, the late Robert J. 
lolonie, in an address delivered last 
December. Mr. Folonie said the fol- 
lowing losses are covered : 

Fire losses including those set by a 
foreign sympathizer not actually em- 
ployed by said power. Am afraid it 
would be as hard to prove such employ- 
ment as it would be to find the culprit 
and get a confession from him. 

Explosion — even though caused by 
person as described, or anyone else act- 
ing of his own accord. 

Sabotage — even though caused by 
such person, is covered by the Vandal 
ism endorsement. 

Aircraft — Losses caused by objects 
accidentally dropped therefrom whether 
said article be a war material or not, 
provided it is being carried to a nation 
with which we are not at war. 

If a plane being delivered to Canada 
falls on its way and causes loss — be- 
cause such delivery is not warlike. 

Riot and Civil Commotion The 
mandatory endorsement extends to in- 
clude direct loss by civil commotion 
which means that any riot, incident to 
a strike or otherwise, whether said riot 
be large or small and the property dam- 
age they do whether by fire, explosion 
or other means. 


Losses not covered those 
caused by: 

Invasion of this country by foreign 
powers. 

Bombardment 
coasts. 

Explosion caused by person em- 
ployed by a foreign nation or by 
military or naval forces. 


are 


of our ports or 
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The production of war materials 
for foreign powers and the defense 
preparations of our own government 
have caused many manufacturers to 
revolutionize their plants and largely 
abandon their usual commercial 
course. 

The new equipment, except for 
wear and tear, to date is worth what 
it cost but the value of equipment set 
aside for what is hoped to be a tem- 
porary period is problematical. 

The acres of new defense plant 
buildings are today worth what they 
cost but when defense activities lessen 
or cease, their value will likewise be 
uncertain and debatable. 

The duty of a fire insurance ad- 
juster is to apply the policy contract 
and with the cooperation of the in- 
sured establish both the value of the 
property insured and the loss it has 
suffered. 

Once it has been determined the 
disaster was caused by an insured 
hazard, the amount of value and 
amount of loss are the all-important 
factors in adjustment of property 
losses because they form the basis for 
application of coinsurance, contribu- 
tion, pro rata and any other clauses 
which affect the amount of insurance 
liability. 

Due to the fact that in number a 
large percentage of losses are partial, 
i.e. they involve only a fraction of the 
whole property insured the factor 
of value is most important because 
executives who are pushing for in- 
creased volume of production either 
neglect to keep their insurance in 
step with their increasing values or 
foolishly decide not to incur the slight 
expense incident to so doing. 

The impecunious manufacturer 
cannot prevent his cost of many ex- 
penses including workmen’s compen- 
sation from fluctuating with his pay- 
roll but can and often does fail to 
realize an apparent need of more 
property insurance. When a partial 
loss comes and he finds himself a 
coinsurer, he almost invariably ac- 
cuses the adjuster and the insurance 
companies of being unfair and of tak- 
ing advantage of unusual conditions. 

Some business men who graciously 
accept the consequences of their own 
errors of omission or commission con- 
cerning other contracts are prone to 
feel, or at least say they feel, that 
insurance companies should over- 
look their shortcomings; waive pol- 
icy conditions and favor them with 
an amount in excess of their con- 
tractual liability. 

Such men are a pain to adjusters 
in normal times and in times like 
the present they are baneful. They 
say they have been paying premiums 
for years and now their loss has come 
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the adjuster wants them to bear it 
proportionately with the insurance 
companies. 

They undertake to maintain that, 
regardless of policy conditions, insur- 
ance should pay in full any loss up 
to the amount of the policies, and that 
adjuster is tricky or ultra-technical 
or both. Some go so far as to sug- 
gest that adjuster change figures, 
previously agreed to, so they will 
not be penalized. Upon adjuster’s 
refusal they threaten to take all their 
business away from the companies 
involved and ask their friends as 
well as all those in their industry to 
do likewise. Weeks later in more 
sober moments most of them realize 
they would not feel secure with pol- 
icies of an insurance company which 
would knowingly pay more than 
enough to discharge its liability and 
decide to stick with the same com- 
panies they threatened to boycott. 

The larger and more substantial 
institutions admit they fully under- 
stand their insurance contracts and 
are quite willing to abide the result 
of their own errors. During the 
World War a manufacturing plant 
suffered a loss adjusted at about 
$1,200,000; application of the con- 
tribution clause developed insurance 
liability of about $800,000. The 
president of that company looking 
directly at adjuster said, “That $400,- 
000 loss is a hard jolt and it may 
break us but it is my own individual 
fault. I charged myself with the re- 
sponsibility of keeping our insurance 
up to the mark and then got so busy 
increasing capacity and production 
that I neglected to do so.” 

If all men were like the president 
of that manufacturing company, ad- 
justment of losses during war and 
defense activities would differ from 
normal times only begause of the dif- 
ficulty of securing definite informa- 
tion upon which to base value and 
loss. For everyone like him there 
are a thousand of the other kind who, 
like the drowning person clutching at 
straws, will try any subterfuge to 
collect what they believe (or claim 
to believe) is their whole loss regard- 
less of equities and policy contract 
conditions. 

a * * 


HE factor of ‘actual cash value 
ascertained with proper deduc- 
tions for depreciation” is the elusive 
element which necessitates work and 
research. This is particularly true of 
manufacturing plants but mercantiles 
also occupy buildings and have fur- 
niture, fixtures and other equipment. 
Merchandise values which in nor- 
mal times involve merely an audit 
of records are today a troublesome 





problem. A few weeks ago about ten 
per cent of a stock of merchandise 
was destroyed or badly damaged. The 
loss involved an item for which in- 
sured had paid 25c per pound which 
when fire occurred could not be re- 
placed for less than 75c per pound. 

Insured’s loss on that item was the 
replacement cost of 75¢ per pound 
but his insurance was based upon his 
merchandise account in which it was 
included at 25c per pound. Adjust- 
ers said, “O.K., we will include the 
item in the loss at 75c per pound but 
it will be necessary to value your en- 
tire stock at present prices to deter- 
mine the actual value upon which 
contribution is based and will be 
applied.” 

Loud howls for help at once ema- 
nated from insured. To inventory 
and price and extend would be too 
much work, it would take too long, 
it would interfere with his business, 
etc. Truth is he probably realized the 
result would call upon him for a 
proportionately great contribution be- 
cause only a small percentage of mer- 
chandise was involved in the loss 
whereas the increase in prices would 
be applied to all of it. The ultimate 
result was that both value and loss 
were based upon the merchandise 
account upon which the insurance 
was likewise based although of course 
few, if any, other items had so 
greatly increased in value. 

Many concerns insure merchandise 
under a “reporting form” and make 
a monthly report of values to their 
insurers. These reports are invari- 
ably made by accountants in exact ac 
cord with the merchandise account. 
Recent purchases are naturally in- 
cluded at current prices but stock 
that has been on hand for some time 
is in at prices prevailing when it 
was purchased. Even recent receipts 
which are deliveries under contracts 
previously made will be in at the 
contract price because the account is 
merely a record of payments made 
for merchandise from the amount of 
which the accountant deducts sales 
(at cost) to determine the remaining 
value, 

In case of total loss insured does 
not expect to collect more than the 
amount of insurance provided in ac- 
cordance with his reports. Such in- 
surance is liable only for the same 
proportion of a partial loss that it is 
for a total loss. 

Again it is the partial loss which 
causes difficulty. An owner is con- 
tent if paid the whole amount of in- 
surance even though the loss is much 
more but when the loss is partial, he 
wants it paid in full though the re- 
sponsibility for an inadequate amount 
of insurance rests upon his own or- 














ganization and not upon the adjuster 
or the insurance companies whom he 
roundly abuses. 


HAT is the present value of 

commodities which are not 
listed or traded in on open markets ? 
Is it the price quoted by manufac- 
turers or dealers who say this is the 
price but we cannot promise deliv- 
ery? Is it the price a buyer pays a 
Shylock whom he finds with a stock 
on hand? Can it possibly be more 
than the “ceiling” price fixed by gov- 
ernmental authorities? If a manufac- 
turer pays more than new cost for 
a used machine that he must have at 
once, what is the value of that used 
machine? Is it the present quoted 
price for a new one, that cannot be 
delivered, less depreciation or is it 
the price actually paid for it? 

At the time when a certain ar- 
ticle was officially quoted at 7c with 
delivery uncertain a needful buyer 
found some in the hands of a sharp 
trader and paid 9c for it because it 
was at once available. 

A manufacturer contracted at 
17Yc per pound a great quantity of 
a material commodity to be delivered 
over a period of months. Not long 
after the contract was made the au- 
thorities named a “ceiling” price of 
15c. Deliveries since have been billed 
at 15c but each invoice carries notice 
the vendor will later bill for 2%c 
additional provided authorities grant 
his petition for permission to do so. 
The vendor thinks this permission 
will be granted because from his 
viewpoint the entire quantity was 
sold when the contract was signed 
some weeks before the ‘‘ceiling” price 
was announced. The buyer is willing 
to pay the additional and thus live 
up to his contract but cannot do 
so unless the vendor’s petition is 
granted. 

What is the actual cash value of 
this commodity ? Suppose the vendor 
is permitted to bill it at the contract 
price of 17Y%c and the buyer actually 
pays that much for it and some of it 
burns in the buyer’s plant, what is 
its value? 

On the surface it seems certain the 
value cannot exceed the ceiling price 
regardless of the higher price paid 
and adjustment would probably be 
made on basis of the ceiling price 
because an insurance company has 
no more right to violate price regu- 
lations than have other buyers. 

The actual cash value of that com- 
modity to that buyer may well have 
been the price paid of 17'%4c because 
he could get it at that price whereas 
after the fire he found himself unable 
to secure delivery at the official price 
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of 15¢ and continued to take deliv- 
eries on his contract at 17%c. 

What is the actual cash value of 
an imported luxury article that can- 
not now be replaced at any price and 
there is no reasonable prospect of 
future delivery ? 

This question pertains to an ac- 
tual existing situation. The importer 
uses the rare article in his own lab- 
oratory to prepare luxuries for mi- 
lady. No one else in the U. S. A. 
has any of said article for which 
there is no known substitute. The 
importer’s stock cost about $300,000 
and he expects to realize from its 
products at least $1,000,000 — pos- 
sibly $1,200,000. If the war stops 
the value may soon revert to normal 
but while war continues, what is the 
value of this luxury article? 

Numbers of manufacturing plants 
both large and small may be forced 
to cease operations because needed 
materials are diverted to war and 
defense plants. Their equipment and 
personnel may not be adaptable to 
defense work and some, if not many 
of them, will be idle for the dura- 
tion. What will be their actual cash 
value after three months, six months, 
or a year’s idleness? 

After the shutdown the manage- 
ment immediately starts to make ev- 
ery possible reduction of expense. 
Usually the amount of fire insurance 
is greatly reduced because an owner 
can see relatively little real value in 
an idle plant. 

Say fire occurs and burns one of 
several buildings. Any adjuster will 
tell you that insured will claim that 
building and the equipment in it 
were worth one hundred per cent but 
the balance of the property insured 
under the same policies was worth 
only what it would bring at forced 
sale. 


To put it bluntly, the owner wants 
to avoid insurance expense, in which 
he is quite right but he wants to col- 
lect losses on normal basis without 
being called up for contribution which 
is quite wrong. 

Adjuster’s axiomatic rule is that 
insured cannot pay premiums on min- 
imum basis and collect losses on max- 
imum basis; yet it does not follow 
that an owner who over-insures can 
collect more than the actual cash 
value of his property because the pol- 
icy clearly limits liability thereto. 

An optimistic owner forced to shut 
down by defense measures may not 
reduce his property insurance. He 
may take advantage of the forced 
idleness to make extensive repairs so 
he will be ready to start the moment 
opportunity comes. His plant is 
bound to be in better physical con- 
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dition than one which is neglected 
by an impecunious owner and _ the- 
oretically should bring more at a 
forced sale but will it do so? 

An idle plant, the future operation 
of which is problematical, has no defi- 
nite actual cash value regardless of 
its physical condition. 

After value has been established 
it is not difficult to determine amount 
of loss because of their close relation. 

In cases of total destruction, which 
are relatively few, amount of value 
is amount of loss. When loss is par- 
tial, as it usually is, the amount of 
loss is just another perplexing ques- 
tion which necessitates work and re- 
search. 

Practically every loss involves a 
building and in normal times the cost 
to repair a building is easily found 
but in these days of defense activi- 
ties, it is not a simple matter. 

Insured naturally wants repairs 
made with like kind and quality and 
he wants them made without delay. 
A list of needed material is prepared 
and dealers are asked to quote prices. 
They quote the going prices but spec- 
ify one or several items which they 
are out of and do not know when 
they will have them. Then comes the 
hunt for the dealer who can supply 
those items; when and if he is found, 
he is asked for his prices which are 
usually higher than the going prices 
quoted by others but having the only 
available stock, he names his own 
price. 

If like kind and quality cannot be 
found, owner and adjuster consider 
substitutes and consult building en 
gineers for information concerning 
their practicability, strength, length 
of life, etc. If a practical substitute 
is found and it costs more than gi 
ing prices on the original material, 
the owner wants adjuster to recog- 
nize claim for the increased cost but 
adjuster declines on the ground that 
the owner benefits by the substitution 
while there is no compensating bene- 
fit to insurance. If the substitute 
costs less than like kind, the owner 
will not take less but when it costs 
more, he wants more. 

Fire insurance liability is limited 
to the actual cash value (ascertained 
with proper deductions for deprecia- 
tion) of the property at the time of 
the loss or damage, but not exceed- 
ing what it would cost to repair or 
replace with material of like kind 
and quality within a reasonable time 

There is nothing in the policy 
which requires the company to make 
repairs or replacements at any time 
though the policy gives them option 
to do so and if they so elect, they 
must do it within a reasonable time 
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N normal times it is surprising 

how little heat it takes to damage 
a machine beyond repair but now that 
new machines are not readily avail- 
able, any machine that is not actu- 
ally fused or broken into pieces can 
he repaired. After the owner has 
convinced himself that he cannot get 
a new machine, he will hunt until he 
finds some machinist who will un- 
dertake repairs and no matter how 
rough the job, will be delighted if 
the machine is fixed up so that it can 
be put back into service. This is 
likewise true of control devices of 
every nature ; if they are fixed so they 
perform their function, they satisfy 
the-owner regardless of their appear- 
ance or the crudeness of the repairs. 

Now that a merchant who places 
an order today cannot get delivery 
tomorrow or next week merchandise 
losses are easy to adjust. 

Before defense activities the manu- 
facturer whose finished stock suffered 
damage was quite likely to tell ad- 
juster that no matter how slight the 
damage the article could not again 
be made “new” and that he could 
ship only new merchandise to his 
customers. Now a manufacturer, 
harassed by shortage of raw mate- 
rials, can in his own clever way take 
a seriously damaged article and make 
it as good as new at relatively little 
cost. 

He wants to fill his orders and he 
fears delay in securing materials may 
prevent him from doing so. He knows 
that if his claim for loss is unreason- 
able, adjuster will elect to pay him 
full value and take over the dam- 
aged stock because salvage is easily 
and quickly sold at good prices. 

Metal materials which formerly 
hecame useless when even slightly 
wet down by water from fire hose or 
sprinklers have become susceptible 
to reconditioning at reasonable cost 
because defense activities have cur- 
tailed the available supply. If the 
owner declines to recondition and 
use them, they are quickly purchased 
at good prices by eager buyers. 

Jobbers of merchandise have here- 
tofore persistently maintained they 
could not possibly use an imperfect 
article no matter how slight the dam- 
age. Their story has ever been, “Our 
orders come in from our salesmen 
by letter, telephone or telegraph. Our 
customers do not come to our place 
to pick out their merchandise and 
we have no opportunity to sell goods 
‘as is’. We must ship perfect mer- 
chandise.” 

Every adjuster knows they are not 
as vulnerable as they claim to be. 
Their leading customers do come to 
their place of business, not every 
time they want to order something 
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but usually two to four times each 
year. 

It is doubtful if there is a single 
jobber who does not sell some “job 
lots” to customers who come in to 
inspect the merchandise before they 
buy it. Now jobbers are like other 
possessors of merchandise, they do 
not want damaged articles taken over 
by the salvage companies ; they want 
to retain them because they cannot 
be promptly replaced with new. They 
are willing to agree with adjusters 
on a reasonable allowance for loss for 
they have suddenly found a way to 
sell articles that are imperfect. 

Use and occupancy losses involve 
two elements. First; the probable 
loss of earnings during the interrup- 
tion. Second; the length of time 
necessary to repair or replace the 
damaged property. 

The loss of earnings is a matter of 
audit and agreement that seldom 
yields serious trouble but, except in 
minor cases, how long the loss will 
continue is a question to which under 
present conditions there is no defi- 
nite answer. 

The building contractor says he 
can make restoration within a speci- 
fied time, if he can get needed mate- 
rials. If he cannot get the materials, 
how long will it take to rebuild? 

Manufacturers are asked when de- 
livery of needed equipment can be 
made. Sometimes they decline to 
promise but even if they do name a 
date, there is no certainty because 
later on they may send a letter say- 
ing they have been asked by the 
government for their full capacity and 
cannot say when normal production 
will be resumed. 

Insured is apt to refuse to agree 
with adjusters on the length of time 
and insist that adjustment be de- 
layed until repairs or replacements 
are completed. 

If adjusters and companies are not 
willing to delay, they can resort to 
appraisal to determine the length of 
time but conscientious appraisers 
will face the same uncertainties ; how- 
ever, the two appraisers can submit 
their differences to the umpire and 
probably bring about or force a con- 
clusion. 

The appraisal clause in the Use 
and Occupancy form is purposely 
worded so that any feature, not 
agreed upon, may be separately sub- 
mitted to appraisal. The clause was 
so worded because an accountant 
competent to determine the question 
of earnings would likely have little, 
if any, ability to determine the length 
of time and those competent to de- 
termine the length of time would 
likely have little, if any, knowledge 
of accounting. 





National Safety Congress 
THE THIRTIETH NATIONAL SAFETY 
CONGRESS AND EXPOSITION UNDER 
the auspices of the National Safety 
Council was held in Chicago at Hotel 
Stevens during the week of October 
6th to 10th. This convention is al- 
ways of such vast proportions that it 
is impractical to cover all of its va- 
rious divisions in any brief statement. 
The program was very efficiently 
divided into sections to interest those 
who were connected with technical 
divisions of the safety movement and 
the speeches at these group meet- 
ings are best studied in the proceed- 
ings which will be issued shortly 
The conspicuous highlight of the 
congress was the banquet given on 
October 8th at which the attendance 
was something over 2,000. Colonel 
John Stillwell, president of the Na- 
tional Safety Council, presided and 
the address of the evening was given 
by Honorable Frank Knox, Secre- 
tary of the Navy. The Secretary 
praised the efforts which have al- 
ready been made to cut down acci- 
dents in industries, on the highway 
and in the home, but urged even 
greater work in that direction, not 
only because of its humanitarian as- 
pects but of the great aid that it will 
give to national defense projects. He 
emphasized the imperative need for 
better understanding between em- 
ployers and labor and warned that 
the government might have to step 
in if strikes began seriously to in- 
terfere with armament production. 
Colonel John Stilwell, vice-presi- 
dent, Consolidated Edison Company 
of New York, Inc., was re-elected 
president of the National Safety 
Council for the coming year. W. H. 
Cameron, managing director and sec- 
retary was likewise re-elected. The 
various vice presidents elected to 
serve for 1941-1942 are: Education, 
Ned H. Dearborn, Dean, School of 
General Education, New York Uni- 
versity ; Industrial Safety, Walter F. 
Paine, Aetna Life and affiliated com- 
panies, Hartford; Public Safety, 
Leslie J. Sorenson, Traffic Engineer, 


City of Chicago; Finance and 
Treasurer, I. W. Millard, president, 
Industrial Gloves Company, Dan- 


ville, Ill.; Community Councils, Roy 
V. Wright, Railway Age, New York 
City; Membership, R. T. Solensten, 
vice-president, Elliott Service Com- 
pany, New York City; Home and 
Farm Safety, A. V. Rohweder, Du- 
luth, Missabe and Iron Range Rail- 
way Company, Duluth, Minn.; and 
Transportation, Tew R. Palmer, 
Equitable Life, New York City. G. T. 
Hellmuth, Chicago, Ill. was named 
assistant vice president for finance and 
assistant treasurer. 

















Stock Agents Choose Forshay 


as President 

AT THE KANSAS CITY CONVENTION 
OF THE NATIONAL ASSOCIATION OF 
Insurance Agents, R. W. Forshay of 
Anita, Iowa, was elected president of 
the organization. David A. North 
of New Haven, Connecticut, was 
named vice-president. 

The former president, Payne H. 
Midyette, of Tallahassee, Florida, au- 
tomatically became chairman of the 
executive committee, replacing Sid- 
ney (). Smith of Gainesville, Georgia. 

* & 2 


Superintendent Pink Talks 


on Rates at Toronto 
SUPERINTENDENT LOUIS H. PINK 
(GF NEW YORK, IN AN ADDRESS AT THE 
annual convention of the Ontario 
Fire & Casualty Agents Association 
at Toronto, made the following inter- 
esting observations concerning “Trou- 

bles in the Rating Structure”: 
“Fixing the price for the many types 
of insurance protection is one of the 


most important and newest develop- 
ments. It is also one of the most dif- 
ficult. We are trying to make it as 


actuarily sound as possible but rating 
is still in the experimental stage and we 
are far from perfection. 

“In the early days competition was 
pretty much the rule. It was often 
ruthless and many companies’ were 
taken over because of insolvency. Real- 
izing that insurance of all kinds is 
strongly affected with the public in- 
terest and is in the nature of a public 
utility sincere efforts were made by the 
industry and by Government to regu- 
late prices so that they would be fair 
to the consumer and to the producer. 
For the most part this has been through 
co-operative rating organizations main- 
tained by the companies. 

“In a very few States the supervisor 
makes the rates. In most States the 
supervising authority has no direct con- 
trol. In New York the co-operative rat- 
ing organizations gather the statistics 
and make the rates subject to our ap- 
proval. It is the department’s duty to 
see that the price is fair and equitable 
both to the public and the companies. 

“We have made very great progress 
in fixing the cost of automobile and 
compensation insurance. In both, rat- 
ing is scientific and sound. In fire and 
surety and allied lines considerable prog- 
ress has been made. But too much is 
left to judgment and no effective for- 
mula has as yet been adopted. 

“Even in compensation insurance 
where the rating has reached a high 
level the report of an investigation made 
by our department which we are re- 
leasing today discloses some serious 
abuses. They all arise from competition 
between the stocks, the mutuals and 
the State Fund, and between agents and 
individual companies. Corners are cut 
and regulations are violated to keep the 
business or get it away from someone 
else. This is true particularly in the case 
of the larger risks where competition is 
most intense. 

“We can probably meet direct rebat- 
ing by stricter supervision and better 
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police work. It is unfortunate that this 
should be necessary. The companies 
should police themselves. But their ef- 
forts in this direction are discouraging.” 


U.S. Supreme Court Declines 
to Review Mo. Rate Case 


THE UNITED STATES SUPREME 
COURT HAS DECLINED TO REVIEW THE 
decision of the Federal Court at Kan- 
sas City which directed that the en- 
tire $8,000,000 of impounded funds 
in the Missouri rate insurance cases 
must be returned to policyholders. 
This is not expected to be the end 
of the litigation since the high court’s 
Cecision was based strictly on lack 
of jurisdiction, 

The companies involved may now 
choose to press their appeal already 
on file, to the Circuit Court of Ap- 
peals, 

A similar situation exists as to T. 
J. Pendergast and R. E. O'Malley 
who were held guilty of contempt 
growing out of the charge they had 
deceived the court while the insurance 
rate controversy was being argued. 
Their attorneys may adopt the same 
procedure contemplated by the com- 
panies. e «= 


Says Popular Type Extinguish- 
ers Will Stop Bomb Fires 


COSIDERABLE CONTROVERSY HAS 
BEEN EVIDENT OVER THE MOST EFFEC- 
tive method of extinguishing light 
magnesium incendiary bombs. Doubt 
was at first cast on the efficiency of 
existing kinds of fire extinguishers, 
particularly of the water-filled and 
soda-acid types. 

Arthur B. Guise, engineer in charge 
of the Factory Mutual laboratories in 
Boston, has issued the following state- 
ment giving interesting results of re- 
search : 

“Some of our conclusions disagree 
with what you may have heard or 
read elsewhere. One reason for this 
is that much of the instruction now 
being given as how to handle incen- 
diary bombs still is based upon a 
handbook issued by the British gov- 
ernment in 1938, before the war 
started. This handbook served its 
purpose excellently in preparing the 
British people for intensive bomb 
raids which they suffered during the 
last half of 1940. But certain state- 
ments regarding incendiary bombs 
and certain techniques for handling 
them have been modified by later in- 
formation and experience. 

“The very fine spray produced by 
samples of the English type stirrup 
pump is not necessarily the best spray 
for magnesium bomb fires. Also, Brit- 
ish ‘snuffers’ cannot really snuff out 
an incendiary bomb. 
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Theoretically, water is the wrong 
thing to use on burning magnesium ; 
but as a practical matter it often is 
the best. None of the usual fire ex- 
tinguishers can extinguish burning 
magnesium but where there are 
enough extinguishers of the water- 
filled and soda-acid types available 
they can be used successfully to con- 
trol incendiary bomb fires. 

“A solid stream of water from any 
source, when applied directly to a 
burning magnesium bomb causes an 
explosive reaction, sending particles 
of metal for distances of from ten 
to twenty feet, but a spray may safely 
be directed upon the bomb, greatly 
reducing the time of its burning and 
wetting down the area around the 
bomb to restrict the spread of fire. 

“This spray can be produced from 
water-filled or soda-acid fire extin- 
guishers by inserting the ball of the 
thumb into the stream. The adjust- 
able nozzle of a garden hose or the 
English type stirrup pump also will 
produce a spray.” 


e e @ 
New Books on Casualty 
and Surety 
THE UNDERWRITING PRINTING AND 
PUBLISHNG COMPANY, 80 MAIDEN 


lane, New York City, publishers of 
the Weekly Underwriter, has recently 
put out two new books. One deals 
with casualty and liability insurance 
and the other with surety bonds and 
fidelity insurance. : 

The purpose of each is not only to 
aid the producer and underwriter 
but to meet the demand of all who 
desire to broaden their insurance 
knowledge. 

The volumes are not meant to be 
a comprehensive study of the subjects 
but represent a constructive sum 
marizing of essential information and 
should fit in well with the present 
trend toward more education in in- 
surance offices and in the field. 

The books are convenient in size 
and exceptionally well indexed. The 
price is $2.00 each. 


Editorial 


(Continued from page 6) 


Perhaps investigations will bring this 
about a la the Armstrong committee 
of 1906. Inexorably, insurance time 
is marching on. Maybe the stocks, 
who supposed they were secure, will 
find it later than they think. In any 
event, if the stocks make the changes 
Mr. Diemand suggests, the mutuals 
can chalk up another victory — for 
they will be entitled to the credit for 
the added service and lower price 
which the policyholders of the stock 
companies will enjoy as a result. 
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Farm Mutuals and Extended 


Coverage 


(Continued from page 20) 


less exposed to these hazards. After 
an assessment mutual has a substan- 
tial amount of extended coverage in 
force, it might be possible, if desired, 
to spread the extended coverage 
losses and loss expenses over that 
part of the membership that had such 
coverage. This would make the ex- 
tended coverage business _ self-sup- 
porting and avoid its being either a 
burden or a source of subsidy to 
the members that carried fire insur- 
ance only. The Michigan farm mu- 
tuals, I understand, are planning to 
start out by charging a flat rate of 
5 cents per $100 per year for their 
extended coverage endorsement. 


Can Farm Mutuals Wisely 
Write It? 

HE hazards covered in the five- 

point extended coverage that we 
are considering would seem to be 
such that they can be dealt with on 
a local mutual basis. Only the riot 
hazard seems to involve any possi- 
bility of affecting more than one farm 
at a time. The others are quite as 
distinctly individual-risk hazards as 
is fire in the case of segregated farm 
risks. 

It is my belief, as some of you may 
be aware, that insurance companies, 
including farm mutuals, of course, 
should aim to give protection as far 
as practicable, against all hazards 
that may occasion serious losses even 
when the probability of loss from a 
given cause is remote. When the 
probability of loss is very small or 
remote the cost of protection should, 
of course, be correspondingly small. 
(On the other hand, I do not favor 
the use of insurance to cover hazards 
that involve only small or nominal 
losses that the individual can bear 
unaided, without any serious results. 

The falling aircraft hazard ob- 
viously comes in the category of haz- 
ards that for most farmers at least 
is decidedly remote but that may 
cause a heavy loss in the exceptional 
case. The same might perhaps be 
said of the vehicle hazard, the riot 
hazard, and the explosion hazard, at 
least for certain farm homes. The 
smoke hazard, in the case of most 
farm homes, involves a greater proba- 
bility of loss, but the loss from it is 
likely to be less serious and can 
normally be borne by the individual 
without any great hardship. It is 
also one in which the moral element 
enters to a very substantial extent, 
and involves much possibility of 
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trouble in adjustments. 


In this connection it should be 
remembered that if fire results from 
aircraft, motor vehicles, riot, or ex- 
plosion, the loss is covered under the 
fire policy without any extended cov- 
erage. Explosion as well as smoke is 
in fact so closely associated with fire 
that farm fire mutuals as well as 
other insurance companies have often 
paid such losses even when there was 
no fire in the generally accepted 
meaning of the word. The specific in- 
clusion of the smoke hazard in the 
policy, however, even with the nar- 
row definition used in existing ex- 
tended coverage endorsements, is 
quite certain to give rise to many 
nuisance claims for smoke damage, 
that are not intended to be covered, 
and that would not be reported under 
the straight fire contract. 


As you may infer from what I 
have said, I am not particularly en- 
thusiastic about extended coverage 
for farm mutuals. I can see, how- 
ever, that it gives some protection of 
a kind that is needed and desired in 
varying degrees by many actual farm- 
ers as well as other owners of farm 
property. The competitive situation 
in the field of farm insurance must 
also be kept in mind. Hence I am 
in favor of seeing our farm mutual 
laws generally amended so that farm 
companies can offer this added pro- 
tection if they find substantial demand 
for it in their territories, but I would 
not be inclined to urge any hasty 
general adoption of the present five- 
point extended coverage endorsement 
by these mutuals without further 
consideration. 


My skepticism in regard to this 
coverage is due at least in part to 
its inclusion of riot and smoke. The 
questions of just what is a riot loss, 
and what is a smoke loss, against 
which indemnity is legitimately due 
a farmer under a five-point extended 
coverage endorsement, are likely, I 
believe, to prove unfortunate sources 
of trouble and misunderstanding. A 
three-point extended coverage en- 
dorsement including explosion, falling 
aircraft, and motor vehicles, and 
omitting riot and smoke, would, in 
my opinion, give about the same 
amount of significant protection to 
most farmers as does the five-point 
endorsement that we have been con- 
sidering. It would quite certainly, as 
I see it, obviate many wasteful nui- 
sance claims and other unfounded 
claims that are likely to plague farm 
mutuals which undertake to cover 
riot and smoke. With this I shall 
leave the question: “Should Farm 
Mutuals Write Extended Coverage ?” 
in your own respective laps. 





General Brokers’ Gold Medal 
Goes to J. J. Magrath 


JOSEPH J. MAGRATH OF CHUBB 
AND SON HAS BEEN AWARDED THE 
gold medal of the General Brokers’ 
Association of the metropolitan dis- 
trict in recognition of his outstanding 
services to insurance. The medal was 
presented to Mr. Magrath at the an- 
nual dinner of the Brokers’ Associa- 
tion on October 22 at the Hotel Astor 
in New York City. 

Mr. Magrath was formerly Rating 
Chief of the New York Insurance 
Department. 

The General Brokers’ medal is 
awarded annually to the person who 
in its opinion has rendered the most 
distinguished service to the broker- 
age fraternity in the preceding 12 
months. 








Why Large Loss Fires? 


(Continued from page 18) 


any fireman. It gives opportunity for 
a calmer analysis of the factors in- 
volved than is possible where only 
the spectacular features of fire ex- 
perience are remembered. A falling 
wall may give a great thrill at a fire, 
but the important consideration is the 
effect it may have had on loss of life 
or adjoining property. A_ building 
coated with ice during a fire is a spec- 
tacular sight but it is only an impor- 
tant factor in a study of the loss if 
the ice indicates that too much water 
was thrown on the outside of the 
building or that the weather condi- 
tions prevented effective fire fighting. 


Many fire reports today show in- 
telligent analysis of the fire protec- 
tion problems involved. Typical is 
the following received a few days ago 
from a fire chief who said, “We are 
of the opinion that with the use of 
a sprinkler system this fire would 
have been confined to the basement 
of the building.” This report is a 
far cry from the days when fire 
chiefs invariably whitewashed all 
their failures by shouting “we didn’t 
have enough pressure” which actu- 
ally meant that they had not prop- 
erly utilized the available pumping 
equipment or water supply. 

Also today many of the reports 
from fire departments include plans 
and diagrams indicating the fire 
fighting strategy employed, the place- 
ment of equipment, the utilization of 
available water supplies. This again 
is a far cry from the days when a 
fire chief directed streams into the 
thickest smoke without having any 
knowledge of the building, or a plan 
of operation. 
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Winning The Battle, 
Once And For All 


By HENRY E. SIGERIST, M.D. 


HY should we still have tu- 

berculosis with us? Why 

should we have every year 
60,000 people, mostly men and wo- 
men in the prime of life, bread-win- 
ners and young mothers, taken away 
from their families? Why _ should 
half a million of our fellow citizens 
still suffer from tuberculosis? Other 
diseases have been overcome entirely 


or have lost their significance — 
plague, cholera, yellow fever, typhus, 
smallpox and many others which 


used to be a curse to the country. 


And now the time has come for 
tuberculosis to go! 

Is it possible? Can it be done? It 
can be done, and the history of the 
last 30 years proves it. 

Thirty years ago the death rate 
from tuberculosis, that is the num- 
ber of people who died from the dis- 
ease for every 100,000 population, 
was 70 per cent higher than today. 
A reduction by 70 per cent in such 
a short period of time seems incred- 
ible, yet it is true. 

We have just lived through 10 
difficult years — years of “economic 
depression, when many of us_ had 
to reduce our standard. And yet, 
during those 10 hard years the death 
rate from tuberculosis declined by 
almost 40 per cent. One generation 
ago the disease was the leading cause 
of death, while it ranks seventh to- 
day, and there is no reason in the 
world why it should not be driven 
further back and ultimately wiped 
out entirely. 

The progress achieved since 1904, 
through the combined efforts of pub- 
lic health agencies, the medical pro- 
fession and the public, under the 
leadership of the National Tuber- 
culosis Association, has been most 
encouraging indeed. In 1939 four 
of our states had a death rate of less 
than 20 per 100,000 of population 
and eight more states had rates of 
less than 30. Remarkable progress 
has also been achieved in many of 
our large cities. 

In St. Paul and Minneapolis, 
Minn., in Rochester and Syracuse, 
N. Y., rates are between 30 and 40. 
In New York, where more than seven 
million people including all races of 
mankind live crowded together, where 
extreme wealth and dire poverty are 
found by side, even in 


side by such an 


international metropolis the death 
rate from tuberculosis among. its 
white residents is today about 40 per 


100,000. This seems almost a mir- 
acle. 
The United States with its vast 


expanses, its heterogeneous popula- 
tion, its variety of occupations and 
social conditions has today among 
its white population the lowest tu- 
berculosis death rate recorded for 
any country in the world. This is a 
great achievement. It was made pos- 
sible because the leadership was in- 
telligent and because the population 
followed the lead and cooperated. 
And yet, let us not be deceived. 
The job is not yet finished. The 
enemy is still in our midst. It is 
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encouraging to be able to register 
progress, but in public health we 
would always keep the failures in 
mind and the unsolved problems. 
They are a constant challenge to us. 
And in this country we cannot be 
ambitious enough. We must not 
compare our figures with those of 
economically backward countries. We 
can and must do better than the most 
advanced foreign nations. 

We mentioned our white popula- 
tion as having a_ particularly low 
death rate. When we look at our 
colored fellow citizens 10. per 
cent of our people the picture 
looks different. Their tuberculosis 
death rate in 1939 was 130 per 100,- 
000, or three and one-half times the 
rate of white people. In Washington, 
DD. C., the Negro tuberculosis death 
rate is five to six times that of white 
residents. In some cities, the ratio 
is as high as 10 or 11 to 1. The 
southern states, and large northern 
cities, therefore, still present a seri- 
ous problem. Several states still have 
rates of over 70 per 100,000 and in 
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BLACKOUT 
THE SHADOW! 


C LOSE 


to all 
4 threatening spectre of tuber- 

No respecter of persons, it 
in every corner, may strike at 


of us is the 





culosis 
lurks 
any moment. More people between 
15 and 45 die from tuberculosis than 
from any other disease. 
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some cities it is even over 100. 


HE colored people have more 

tuberculosis not because they 
are colored but because they are 
poor. Tuberculosis today has to a 
large extent become a disease of the 
low-income groups, of the unskilled 
workers, whether colored or white, 
of all those people who are not ade- 
quately fed, housed and clothed. It 
has become a social disease, a dis- 
“ase that presents a serious social 
problem. It is not only a matter of 
justice to devote particular attention 
to these groups, but one of common 
sense. 

If anywhere, there must be solidar- 
ity in health matters. What good 
does it do if we succeed in wiping 
out a disease in the higher-income 
groups and breed it at the same time 
among the people of low income? As 
long as we keep a reservoir of the 
disease, it remains with us and is a 
constant menace to everybody. 

There are other groups that show 
a higher incidence of tuberculosis, 
such as miners and other workers 
in dusty industries, particularly where 
there is the hazard of silica dust. 
Women of childbearing age and older 
workers are affected more frequently 
than others. 

These are the chief strongholds of 
the enemy. This is where we have 
to get after him. What can and must 
be done ? 

Experience has shown that in its 
early stages tuberculosis can be cured 
more thoroughly than later. And, by 
the way, it costs much less to cure 
an early, than an advance, case. 
More than this, if a patient is found 
and treated early, he has no chance 
of spreading the disease. Our efforts, 
therefore, must be to find the early 
cases. 

What is the situation today? It 
is far from satisfactory. Fifty-five 
per cent of all tuberculosis patients 
entering sanatoria are far advanced 
on admission, 32 per cent are moder- 
ately advanced and only 13 per cent 
are in the early stages. The goal 
must be to reverse this proportion, 
to find the incipient cases, and once 
they are found, to treat them with- 
out delay. This, however, requires 
that the states have sufficient beds 
available for such patients in hospi- 
tals and sanatoria. Again, statistics 
speak an eloquent language. In states 
that have two or more beds available 
per tuberculosis death, the average 
death rate in 1938 was 39.8. In states 
with one to two beds, the rate was 
44.7, and in states with fewer beds 
than annual deaths, the rate was 
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61.1. I think this teaches a lesson 
that everybody should understand. 

What shall we do? If we wish to 
eradicate tuberculosis, to relegate it 
once and for all to the annals of med- 
ical history, we must finish the job 
that was started so auspiciously in 
the beginning of our century. It can 
be done, and experts have estimated 
that tuberculosis can be made a minor 
cause of death in a very near future 
and can be practically wiped out in 
two generations, provided the Amer- 
ican people continue to contribute 
funds and facilities needed. 

The National Tuberculosis Asso- 
ciation and its state and local branches 
have been brilliant leaders, and they 
will not relax in their efforts until 
the battle is won, once and for all. 
It is up to us to support them to the 
utmost. In contributing to the much- 
needed funds of the Christmas Seal 
Campaign, we protect our own fam- 
ilies, we contribute to the welfare of 
the country, and we help in prepar- 
ing one of man’s greatest victories 
over disease. 








Developments in Casualty 


Insurance 
(Continued from page 16) 


unsafe automobiles off the highways. 
In short, the operation of an automo- 
bile on the highways has assumed 
the status of a right and is no longer 
regarded as a privilege to be exer- 
cised only under conditions which 
protect the safety of others. The em- 
phasis is upon ability to compensate 
for injuries caused rather than upon 
prevention of injuries. 


Theory of Responsibility 

While I have no spegific suggestion 
to offer I believe that the lawyers 
who have an interest in casualty in- 
surance could do much good by a 
thorough reexamination of our legal 
theory of responsibility for injury 
caused by automobiles and the rules 
of procedure applicable to it. I be- 
lieve that if the profession does not 
do something in this direction, it 
will be done for them by persons 
who have little interest in the pres- 
ervation of any part of our current 
legal and insurance practices. 

Presumably the majority of law- 
yers in attendance at this meeting are 
primarily interested in those phases 
of casualty insurance which closely 
affect their work as trial attorneys 
for insurance companies. There may 
have been a time when the work of 
the trial lawyer was confined to a 
strict interpretation and enforcement 
of the words of the policy applicable 





to the case in litigation. Today an 
ever-increasing number of casualty 
companies require far more. While 
they expect their attorneys to be able 
to conduct an adequate defense, they 
also expect them to effect speedy, 
equitable settlement of losses for 
which they are liable. 

Trial attorneys have splendid op- 
portunity to build good will for casu- 
alty insurance, save dollars for their 
company clients and increase their 
own professional incomes by effect- 
ing immediate, equitable settlements 
of losses. No reputable company 
wishes either to escape or to delay 
making a fair settlement of every loss 
for which it is obligated, and the at- 
torney who counsels litigation or de- 
lay in settlement when an equitable 
settlement can be made is perform- 
ing a disservice to his client. 

It is because of this relatively new 
responsibility of the trial lawyer that 
I have chosen to use these few min- 
utes in discussing what I believe to 
be the most significant, behind-the- 
scenes developments in casualty in- 
surance. It is easy for the trial law- 
yer to ascertain the meaning of words 
used in a contract. It is not easy to 
ascertain the purpose, intent and 
spirit of the words unless he gives 
some thought to the conception of 
his client with respect to the function 
of its product in our business and so- 
cial economy. 








1941 Mutual Directory Ready 


THE 1941 DIRECTORY OF MUTUAL 
COMPANIES IN THE UNITED STATES, 
fire and casualty, now being dis- 
tributed, lists a total of 2,388 mutual 
fire insurance companies with net 
premiums received during 1940 of 
$176,107,278, losses paid, $65,456,- 
505, insurance in force, $52,411,981,- 
299, admitted assets $416,583,766, 
surplus to policyholders, $258,166,- 
316 and dividends paid to policyhold- 
ers $38,862,657. Seven of these car- 
riers have since retired from busi- 
ness, leaving a total of 2,381 active 
companies. 

The 203 mutual casualty com- 
panies had net premiums received in 
1940 of $243,057,740, losses paid 
$105,571,504, admitted assets, $387,- 
656,369, surplus to policyholders 
$111,962,286 and dividends paid to 
policyholders $35,362,887. Three of 
these companies have retired during 
1941, leaving a total of 200 active 
companies. 


The directory is published by the 
American Mutual Alliance, 919 North 
Michigan Avenue, Chicago, Illinois. 
The price is fifty cents. 
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SEND ME A POLICY — JUST ANY KIND 


You can’t buy insurance like you might buy a 
package of gum or a bar of candy. You've got too 
much at stake. Not only do you want to know about 
the company writing your insurance, but you want 
to know that the policy you bought is the right one 
for your business, and is written correctly. 


At time of loss, incorrectly written policies may 
cause delays in adjustments, questions as to cover- 
age, unsatisfactory settlements. Such 


policies may even mean you are 
paying too much premium. 


That’s why Hardware Mutuals 


specifications. The policy itself is prepared in large 
policywriting offices strategically located from coast 
to coast under supervision of men with years of 
experience in the technical side of insurance. Their 
ability is an extra safeguard of your investment. 


Write for a copy of our free booklet—"Reducing 
Your Expenses.” 





take pot seems te vee ee ERATED HARDWARE MUTUALS 


just any policy, but exactly the right Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wisconsin 


policy for your business. 


Minnesota Implement Mutual Fire Insurance Company, Home Office. Owatonna, Minnesota 


Our direct representatives are HARDWARE MUTUAL CASUALTY COMPANY 


trained to provide accurate original 


Home Office. Stevens Point, Wisconsin 





INSURING AMERICA’S PROTECTION 


> 


In times of national stress and economic uncertainty, it 


is natural that prudent i@surance buyers will think a 
little more about the security of insurance companies 


than they do in times of easy prosperity. 


The test of time shows the security record of mutual 
insurance to be unsurpasséd. By the very organization 
of mutual companies, it is natural that this should be 
so. Since mutual companies are owned by their policy- 
holders, it is unthinkable that mutual premium income 
should be regarded as anything but a trust fund to be 
guarded vigilantly for the payment of claims. Where 
policyholders are both customers and proprietors, it is 
not likely that they will allow much risk of their protec- 


tion, even to gain tempting extra income. 


Lumbermens Mutual Casualty Company has a record of 
security — ever since organization — which is outstand- 
ing. It is proud of the role it is playing today — 
with other mutual companies — of insuring America’s 


protection. 


Lumberme 


MUTUAL CASUALTY COMPANY 


JAMES S. KEMPER, President Home Office: Mutual Insurance Building, Chicago 
Operating in New York as (American) Lumbertpens Mutual Casualty Company of Illinois 


PHILADELPHIA: 12 South 12th Street BOSTON: 260 Tremont Street SYRACUSE: Syracuse Building 
LOS ANGELES: Rives-Strong Building SAN FRANCISCO: Russ Building TORONTO: Concourse Building 
ATLANTA: 22 Marietta Street Building 

















